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PARTI
NOTIFICATION

Item 1. Significant Parties

The following lists the full names and business and residential addresses, as applicable, for

the following persons:

(a) The issuer’s directors:

Name Business Address Residential Address

James H. Byassee 521 West Main Street 802 Gregory Avenue

Marion, Illinois 62959 Marion, Illinois 62959
Jeff Diederich 506 West Main Street 1506 Baltusrol

Carbondale, Illinois 62901 Marion, Illinois 62595
Donald H. McNail 7650 Highway 13 West 7650 Highway 13 West

Harrisburg, Illinois 62946 Harrisburg, Illinois 62946
Virgil H. Motsinger 220 Barrett Lane 220 Barrett Lane

Harrisburg, Illinois 62946 Harrisburg, Illinois 62946
Olie L. Musgrave 925 West Main 418 E. Reichert Drive

Carbondale, Illinois 62901 Marion, Illinois 62905
Donald O’Neal 1010 Ozark Road 1010 Ozark Road

Ozark, Illinois 62972 Ozark, Illinois 62972
Robert J. Parks 4114C Water Tower Rt. #2

Mount Vernon, Illinois 62864 P.O.Box 173

Mount Vemnon, Illinois 62864

James E. Redden 1705 Melmar Drive 1705 Melmar Drive

Marion, Illinois 62959 Marion, Hlinois 62959
Thomas J. Throgmorton Rt. #3, Box 253 Rt. #3, Box 253

Carbondale, Illinois 62901 Carbondale, Illinois 62901

(b) The issuer’s officers:

Name Business Address Residential Address
Olie L. Musgrave 925 West Main 418 E. Reichert Drive
Carbondale, Illinois 62901 Marion, Illinois 62905
Randall Forby 925 West Main 10975 North Royal Court
Carbondale, Illinois 62901 Mount Vernon, Illinois 62864
Sue Congiardo 925 West Main 165 Maes Road
Carbondale, Illinois 62901 Murphysboro, IL 62966
Travis Clem 925 West Main 20957 Shawneetown Road
Carbondale, Illinois 62901 Thompsonville, IL

(c) The issuer’s general partners: Not applicable




(d) Record owners of five percent or more of any class of the issuer’s equity securities:

Name

Business Address

Residential Address

James H. Byassee

521 West Main Street
Marion, Illinois 62959

802 Gregory Avenue
Marion, Illinois 62959

Robert E. Hawkins

Rt. #1, Box 427A
Carbondale, Illinois 62901

Rt. #1, Box 427A
Carbondale, Illinois 62901

Donald H. McNail

7650 Highway 13 West
Harrisburg, Illinois 62946

7650 Highway 13 West
Harrisburg, Illinois 62946

Olie L. Musgrave

925 West Main
Carbondale, Hlinois 62901

418 E. Reichert Drive
Marion, Illinois 62905

Robert J. Parks

4114C Water Tower
Mount Vernon, Illinois 62864

Rt. #2
P.O.Box 173
Mount Vernon, Illinois 62864

James E. Redden

1705 Melmar Drive
Marion, Illinois 62959

1705 Melmar Drive
Marion, [linois 62959

Thomas J. Throgmorton

Rt. #3, Box 253
Carbondale, Illinois 62901

Rt. #3, Box 253
Carbondale, Illinois 62901

(e) Beneficial owners of five percent or more of any class of the issuer’s equity securities:

Name

Business Address

Residential Address

James H. Byassee

521 West Main Street
Marion, Illinois 62959

802 Gregory Avenue
Marion, Illinois 62959

Robert E. Hawkins

Rt. #1, Box 427A
Carbondale, Illinois 62901

Rt. #1, Box 427A
Carbondale, Illinois 62901

Donald H. Mc¢Nail

7650 Highway 13 West
Harrisburg, Illinois 62946

7650 Highway 13 West
Harrisburg, Illinois 62946

Olie L. Musgrave

925 West Main
Carbondale, Illinois 62901

418 E. Reichert Drive
Marion, Illinois 62905

Robert J. Parks

4114C Water Tower
Mount Vernon, Illinois 62864

Rt. #2
P.O.Box 173
Mount Vernon, Illinois 62864

James E. Redden

1705 Melmar Drive
Marion, Illinois 62959

1705 Melmar Drive
Marion, Illinois 62959

Thomas J. Throgmorton

Rt. #3, Box 253
Carbondale, Illinois 62901

Rt. #3, Box 253
Carbondale, Illinois 62901

(f) Promoters of the issuer: None



Item 2.

(g) Affiliates of the issuer (other than as listed under (a) — (c) above):
Name Address

South Pointe Bank 925 West Main
Carbondale, Illinois 62901.

(h) Counsel to the issuer with respect to the proposed offering:
John K. Pruellage, Esq.
Lewis, Rice & Fingersh, L.C.
500 N. Broadway, Suite 2000
St. Louis, Missouri 63102
(1) Each underwriter with respect to the proposed offering: Not applicable.
(j) The underwriter’s directors: Not applicable.
(k) The underwriter’s officers: Not applicable.

(I) The underwriter’s general partners: Not applicable.

(m) Counsel to the underwriter: Not applicable.

Application of Rule 262.

None of the persons identified in response to Item 1 is subject to any of the disqualification

provisions set forth in Rule 262.

Item 3.

Item 4.

Affiliate Sales.

No part of the proposed offering involves the resale of securities by affiliates of the issuer.

Jurisdictions in Which Securities Are to be Offered.
(a) The securities will be not be offered by underwriters, dealers or brokers.

(b) The securities will be offered by Olie L. Musgrave, the President, Chief Executive

Officer and Chief Financial Officer of the issuer, and the other directors and officers of the issuer, by
direct communications with interested investors who reside in the State of Illinois and the State of

Kentucky.

Item 5.

Unregistered Securities Issued or Sold Within One Year.

(a) The issuer issued shares of its common stock upon the exercise of options as follows:



Title and Amount of

Persons to Whom the

o fferi i .

Issuer Securities Issued Offering Price Securities Were Issued

South Pointe Financial Corporation | 500 shares of common stock $14'00. per ;hare . D. Dean Browning
{exercise price of option)

South Pointe Financial Corporation | 200 shares of common stock $14'OO. per ;hare . Sue Conglardo and Mark
(exercise price of option) | Congiardo

South Pointe Financial Corporation | 100 shares of common stock $14.0Q per s.hare . Sue _Conglardo and Jared
(exercise price of option) | Congiardo

South Pointe Financial Corporation | 100 shares of common stock $14'OQ per §hare . Sue Conglardo and  Grant
(exercise price of option) | Congiardo
$14.00 per share Judy Colombo and Robert

South Pointe Financial Corporation

200 shares of common stock

(exercise price of option)

Colombo

South Pointe Financial Corporation

200 shares of common stock

$14.00 per share
(exercise price of option)

Phyllis Wallace and Robert
Wallace

South Pointe Financial Corporation | 200 shares of common stock $14'OQ per ghare . Kathy Storey and Donald
(exercise price of option) | Storey
$14.00 per share Kimberly Webb and Jay

South Pointe Financial Corporation

200 shares of common stock

(exercise price of option)

Webb

(b) Not applicable.

(c) The issuer relied upon the exemption set forth in Rule 701 in issuing the stock upon the
exercise of options granted under the issuer’s written stock option plan.

Item 6. Other Present or Proposed Offerings.

Neither the issuer nor any of its affiliates is currently offering or contemplating the offering
of any securities in addition to those covered by this Form 1-A.

Item 7. Marketing Arrangements.

(2) Neither the issuer nor any person named in response to Item 1 above knows of any
arrangements made for any of the following purposes:

1. To limit or restrict the sale of other securities of the same class as those to be
offered for the period of distribution;

2. To stabilize the market for any of the securities to be offered;

3. For withholding commissions, or otherwise to hold each underwriter or dealer
responsible for the distribution of his or her participation.

(b) Not applicable; no underwriters will participate in the offering of securities covered by
this Form 1-A.



Item 8. Relationship with Issuer of Experts Named in Offering Statement.

No expert named in this offering statement as having prepared or certified any part hereof
was employed for such purpose on a contingent basis or, at the time of such preparation or certification
or at any time thereafter, had a material interest in the issuer or any of its parents or subsidiaries or was
connected with the issuer or any of its subsidiaries as a promoter, underwriter, voting trustee, director,

officer or employee.

Item 9. Use of a Solicitation of Interest Document.

No written document or broadcast script authorized by Rule 254 was used prior to the filing
of this notification.



PART II - OFFERING CIRCULAR



OFFERING CIRCULAR

SOUTH POINTE FINANCIAL CORPORATION
925 West Main
Carbondale, Illinois 62901
(618) 549-9904

181,818 shares 45,454 shares
common stock series B preferred stock
$22.00 per share $22.00 per share

South Pointe Financial Corporation, a Delaware corporation, is offering for sale (1) 181,818 shares of its
common stock at a purchase price of $22.00 per share and (2) 45,454 shares of its series B preferred stock at a
purchase price of $22.00 per share. The minimum required subscription is 909 shares of common stock ($19,998)
or 909 shares of series B preferred stock ($19,998), and the maximum permitted subscription is 22,727 shares of
common stock ($499,994) or 20,000 shares of series B preferred stock ($440,000) and 2,727 shares of common
stock ($59,994), although we may waive these amounts in our sole discretion.

Initially, we are (1) offering 113,636 shares of common stock to our current stockholders, (2) offering the
remaining 68,182 shares of common stock to non-current stockholders and (3) offering our series B preferred
stock to persons in the Paducah, Kentucky area. If we are unable to meet this allocation schedule, we will offer
the shares to any interested purchaser on a “first-come, first-served” basis.

With the proceeds from this offering, we intend to organize South Pointe Bank of Kentucky, a Kentucky
state bank to be located in Paducah, Kentucky. If we are successful in organizing South Pointe Bank of
Kentucky, we will have two subsidiaries, South Pointe Bank, with southern Illinois as its primary market area,
and South Pointe Bank of Kentucky, with Paducah, Kentucky and surrounding counties in Kentucky and southern
Ilinois as its primary market area.

We will place all accepted subscriptions in escrow until (1) the Kentucky Office of Financial Institutions
decides to grant a charter to South Pointe Bank of Kentucky, (2) the FDIC decides to issue deposit insurance to
South Pointe Bank of Kentucky, (3) the Federal Reserve decides to approve our ownership of South Pointe Bank
of Kentucky, (4) we accept subscriptions for at least $4,700,000 and (5) we decide to close the offering. We will
refund all accepted subscriptions if all five conditions are not satisfied by December 31, 2005.

Investing in our stock involves significant risks. Before buying any shares of our stock you should
read the discussion of the risks of investing in our stock in the “Risk Factors” section beginning on page 6.

Price to Public Underwriting Discounts and Proceeds to Us**
Commissions*
Per share of common stock $22.00 — $3,999,996
Per share of series B preferred stock £22.00 — $ 999,988
Total minimum $22.00 — $4,700,000
Total maximum $22.00 — $4,999,984

*  No underwriter is involved in this offering. Our officers and directors and officers and directors of South Pointe Bank will sell the shares offered
and will not receive commissions in connection with the sale but will be reimbursed for expenses actually and reasonably incurred.
**  Before deducting expenses related to this offering, which we estimate at §

We reserve the right to reject subscriptions in whole or in part. The offering will begin on the date of this
Offering Circular and continue until , 2005 unless we extend or shorten the offering period.

The United States Securities and Exchange Commission does not pass upon the merits of or give its
approval to any securities offered or the terms of the offering, nor does it pass upon the accuracy or
completeness of any offering circular or other selling literature. These securities are offered pursuant to
an exemption from registration with the Commission; however, the Commission has not made an
independent determination that the securities offered hereunder are exempt from registration.

The date of this Offering Circular is , 2005.




These securities have not been approved or disapproved by the Secretary of State of Illinois or
the State of Illinois nor has the Secretary of State of Illinois or the State of Illinois passed upon the
accuracy or adequacy of this Offering Circular. Any representation to the contrary is a criminal
offense.

These securities have not been approved or disapproved by the Secretary of State of
Kentucky or the State of Kentucky nor has the Secretary of State of Kentucky or the State of
Kentucky passed upon the accuracy or adequacy of this Offering Circular. Any representation to the
contrary is a criminal offense.

The securities offered are not savings accounts or deposits and are not insured by the federal
deposit insurance corporation or any other governmental agency or otherwise.

No statement contained in this Offering Circular modifies, supplements or construes in any
way the provisions of any of the documents referred to herein. Any statement made in this Offering
Circular with respect to any such document is qualified by reference to the text of that document.

No person has been authorized to give any information or to make any representations
other than those contained in this Offering Circular, and, if given or made, such information or
representations must not be relied upon as having been authorized by us.

As a prospective purchaser, you agree by accepting delivery of this Offering Circular to
keep strictly confidential at all times and under all circumstances the information contained in this
Offering Circular, except as otherwise required by law.

This Offering Circular and the information contained herein is confidential and proprietary
in nature. Distribution of this Offering Circular in whole or in part or the divulgence of any of its
contents to anyone other than to your advisor is unauthorized.

We have provided financial information contained herein to assist in an evaluation of the
merits and risks associated with an investment in our stock. The financial information contained
herein should not be relied upon as an accurate representation of our future results.

The information contained in this Offering Circular is current only as of its date. Neither
the delivery of this Offering Circular nor any offer or sale of stock implies that our affairs have
continued without change since the date of this Offering Circular.

You are not to construe the contents of this Offering Circular or any prior or subsequent
communications from any of our representatives as investment, legal or tax advice. You should
consult your own counsel, accountant or other professional advisors as to legal, tax and other
related matters concerning your investment,

We have filed with the Securities and Exchange Commission an Offering Statement on Form 1-A
under Regulation A of the rules and regulations under the Securities Act of 1933 in connection with the
shares we are offering. This Offering Circular omits certain information contained in the Offering
Statement and reference is hereby made to the Offering Statement and exhibits thereto for further
information about us and our shares. The Offering Statement may be inspected, without charge, at the
Commission’s regional office, Citicorp Center, 500 West Madison Street, Suite 1400, Chicago, Illinois
60661. Copies of all or any part of the Offering Statement may be obtained from the Commission’s
Public Reference Room, 450 Fifth Street, N.-W., Washington, DC 20549 upon payment of the prescribed
fees.
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SUMMARY

The following information summarizes information contained elsewhere in this Offering Circular
and is qualified in its entirety by reference to the more complete information.

South Pointe Financial Corporation

We are the bank holding company for South Pointe Bank. As of September 30, 2004, we had
approximately $195.9 million in total assets, $114.5 million in net loans, $154.5 million in total deposits
and $11.8 million in stockholders’ equity. Our main office is located at 925 West Main, Carbondale,
Tlinois 62901, and our telephone number is (618) 549-9904.

Our principal business is the ownership and operation of South Pointe Bank, which is our only
subsidiary unless and until South Pointe Bank of Kentucky receives a charter and commences operations.

South Pointe Bank

South Pointe Bank is an Illinois state bank that conducts a full-service commercial banking
business with southern Illinois as its primary market area.

South Pointe Bank has its main office in Carbondale, Illinois and six branch locations, two in
Marion, Illinois, one in Mount Vernon, Illinois, one in Johnston City, Illinois, one in Benton, Illinois and
one in Carbondale, [llinois. South Point Bank also has a loan production facility in Paducah, Kentucky.

South Pointe Bank of Kentucky

We are in the process of organizing South Pointe Bank of Kentucky as a Kentucky state bank to
be located in Paducah, Kentucky to serve the Paducah market. We believe that the Paducah market offers
an aftractive location for our banking franchise to expand.

We filed our charter application with the Kentucky Office of Financial Institutions on

, 2005 and filed our application for deposit insurance with the FDIC on

2005. We currently anticipate that we will file an application for approval from the Federal Reserve Bank
on or about , 2005.

The main office of South Pointe Bank of Kentucky will be located in Paducah, Kentucky in a
two-story building at 1179 Lone Oak Road near Interstate Highway 24 .

Common Stock Offering
common stock offered ..........ccccoveeiiiiiiiiiicccee 181,818 shares
minimum required subscription..........cccoeeevevvvvvenreennnnn, 909 shares ($19,998); if you purchase the

minimum number of shares of common stock
you do not need to purchase any additional
shares of series B preferred stock to participate
in the offering

maximum permitted subsCription .........cc.cccvveeirerinenans 22,727 shares (8499,994); you may not purchase
more than 22,727 shares of common stock and
series B preferred stock combined

OFferiNg PriCe ..oovvuevieeie ettt $22.00 per share

common stock to be outstanding after the offering....... 861,573 shares (assuming all shares offered are
sold and all outstanding stock options are
exercised)
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common stock to be outstanding after mandatory

conversion of series B preferred stock ......c.oocevnecnncnn 918,390 shares (assuming all shares offered are
sold and all outstanding stock options are
exercised and all shares of series B preferred
stock sold in this offering are converted into
1.25 shares of common stock)

dividend PoliCY ...c.evirrecirieiriircree e we paid dividends of $0.18 per share on our
common stock in 2004

we cannot assure you that we will pay any
dividends on our common stock in the future

subscription preference........c..ceecvivreiverinenininiinee initially, we are offering 113,636 shares of our
common stock to our current stockholders and
the remaining 68,182 shares to non-current
stockholders; in the event we are unable to sell
the common stock as desired we will sell the
shares to any purchaser on a “first-come, first-
served” basis

anticipated Proceeds .........coovveieereiirccnrinen e we expect the maximum net proceeds from the
common stock offering to be $3,999,996 before
estimated offering expenses (assuming all shares
offered are sold)

USE O PrOCEEAS c.vvuiiiiicie e we will use all of the proceeds to capitalize
South Pointe Bank of Kentucky

Series B Preferred Stock Offering

series B preferred stock offered.........cccccovveviveeiins 45,454 shares (which is the maximum number of
shares of series B preferred stock we are
authorized to issue)

minimum required SUbSCIIPHON.....ccecevervrererrcriereeeeanan, 909 shares ($19,998); if you purchase the
minimum number of shares of series B preferred
stock you do not need to purchase any additional
shares of common stock to participate in the
offering

maximum permitted subsCription.........cccocevvvvervvennnane. 20,000 shares ($440,000); you may not purchase
more than 22,727 shares of common stock and
series B preferred stock combined

OFfering Price .....coevveervriniiriiccee e $22.00 per share

series B preferred stock to be outstanding

after the offering......c.ccoocceviniini i, 45,454 shares (assuming all shares offered are
sold)

dividend rightS.....c.cccceeveiriiinniiener e no dividends will be paid on the series B

preferred stock

redemption Tights.......cccevniiineiicin e we do not have the right to redeem the series B
preferred stock

CONVETSION TIZNLS ..eveieiiiiriceie e each share of series B preferred stock will,
without any action required to be taken by the
holder thereof, be converted into a number of
shares of our common stock on the date that is




voting rights.....

INformation TightS....ccoocviviiviiiiricce e

11quidation TIghtS......ccovereerimereieniine et

subscription preference..........occocveiiiriiiniene e

anticipated proceeds ..........coveeeeiiceriiiiiee e

use of proceeds

two years from the date South Pointe Bank of
Kentucky begins to accept deposits; if on the
conversion date South Pointe Bank of Kentucky
has deposits of $22 million or more as
determined by our board of directors each share
of series B preferred stock will be converted into
1.25 shares of our common stock; if on the
conversion date South Pointe Bank of Kentucky
has deposits of less than $22 million as
determined by our board of directors each share
of series B preferred stock will be converted into
one share of our common stock

the shares of series B preferred stock do not
have the right to vote except as required by law

each holder of series B preferred stock is entitled
to notice of any meeting of our stockholders in
accordance with our bylaws and to receive the
same financial information that we send the
holders of our common stock

upon our dissolution, liquidation or winding up
the holders of the series B preferred stock will
be entitled to receive an amount in cash or
property equal to $22.00 per share and no more
before any amount is paid to holders of common
stock

initially, we are offering our series B preferred
stock only to individuals who reside in the
Paducah, Kentucky area; in the event we are
unable to sell all of the shares of series B
preferred stock to individuals in the Paducah,
Kentucky area we will sell shares of our series B
preferred stock to any purchaser on a “first-
come, first-served” basis

we expect the maximum net proceeds from the
series B preferred stock offering to be $999,998
before estimated offering expenses (assuming all
shares offered are sold)

we will use all of the proceeds to capitalize
South Pointe Bank of Kentucky




Subscription Procedure

In the event you desire to purchase shares, complete the attached subscription letter and return it,
together with full payment, to South Pointe Financial Corporation, 925 West Main, Carbondale, Illinois
62901, Attention: Mr. Olie L. Musgrave, President.

In the event we accept all or part of your subscription, we will send to you a written confirmation
notifying you of the extent to which we have accepted your subscription. We will then place the payment
for your shares in escrow with The Bank of Carbondale, 216 E. Main, Carbondale, Illinois 62903. If we

do not accept your subseription, we will return the payment for your shares to you.

Although we may accept your subscription, we will be under no obligation to close the offering
and issue stock to you unless we choose to do so in our sole discretion.

We reserve the right to reject subscriptions in whole or in part.
Escrow

We will place and hold all accepted subscriptions in escrow until (1) the Kentucky Office of
Financial Institutions decides to grant a charter to South Pointe Bank of Kentucky, (2) the FDIC decides
to issue deposit insurance to South Pointe Bank of Kentucky, (3) the Federal Reserve decides to approve
our ownership of South Pointe Bank of Kentucky, (4) we accept subscriptions for at least $4,700,000 and
(5) we decide to close the offering and issue the shares.

We will refund all accepted subscriptions if all five conditions are not satisfied by December 31,
2005.

Closing of Offering

If we close the offering, we will send to you as soon as reasonably practical certificates for the
shares of common stock and/or series B preferred stock that you purchased.




Selected Historical Financial Data

The selected consolidated financial data set forth below is derived from our audited consolidated
financial statements as of and for the year ended December 31, 2003 and December 31, 2002 and from our
unaudited consolidated financial statements as of and for the nine-month period ended September 30, 2004
and September 30, 2003. You should read the following data in conjunction with our attached consolidated
financial statements.

as of and for the as of and for the
nine-months ended year ended
September 30, December 31,
2004 2003 2003 2002
Income Statement Data
Net interest and dividend
INCOME. .o.vevreeeeierererreeeeeeras $ 4,487,090 $ 3,789,613 $ 5,017,002 $ 4,527,830
Provision for loan losses ............ 298,205 252,000 412,000 424,000
Net interest and dividend
income after provision for
10an 108SeS.....ovveuveeererererrnens 4,188,885 3,537,613 4,605,002 4,103,830
Total other income ........c..cocoun.... 1,148,594 1,398,613 1,887,123 1,335,359
Total other expenses...........c...... 3,998,862 3,344,293 4,606,553 3,763,855
Income tax expense.......c.cc........ 307,663 350,000 431,260 389,924
Net INCOME ....cevvererrevcrrrrirereneene 1,030,954 1,241,933 1,454,312 1,285,410
Dividend Activity
Dividends paid..........cccoevrenne. $ 0 $ 0 $ 98311 $ 77912
Per Share Data
Earnings per common share....... $ 1.57 $ 1.90 $ 222 $ 1.98
Book value per common share .. $ 18.01 $ 16.15 $ 16.56 $ 15.08
Balance Sheet Data
Cash and due from banks........... $ 3,207,032 $ 3,254,336 $ 3,451,251 $ 4,526,315
Securities available for sale........ 57,680,937 59,510,675 61,056,771 43,587,073
Net 1oans......cccvrveverireerenennens 114,495,359 77,097,241 84,661,520 78,353,702
Total assets ....covvveverrrcriccenia, 195,989,266 161,908,844 168,499,780 144,177,703
Total deposits ......ccco.c..ve. s 154,512,054 133,101,103 135,526,387 121,133,441
Total liabilities.............cccerrrnnnne. 184,151,477 151,322,520 157,642,667 134,387,488
Common Stock ........covvereereenunns. 668,020 666,320 666,320 657,140
Capital surplus.......c.coovvcercvennne 7,344,397 7,322,297 7,322,297 7,222,878
Retained earnings ........ccccccveeee. 4,127,791 2,982,769 3,096,837 1,740,836
Total stockholders’ equity.......... 11,837,789 10,586,324 10,857,113 9,790,215
Earnings Ratios
Return on average total assets.... .847% 1.17% 1.08% 1.07%
Return on average common
stockholders’ equity ............... 10.29% 12.99% 12.14% 12.32%
Asset Quality Ratios
Allowance for loan
losses to 1oans ............coovevevnens 1.02% 1.25% 1.13% 1.16%
Nonperforming loans to loans' .. 3.83% 5.10% 527% 7.60%

1. Nonperforming loans consist of nonaccrual loans and loans past due 90 days or greater.
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RISK FACTORS

Purchasing our stock involves significant risks. In addition to the other information in this
Offering Circular, the following risk factors should be considered carefully in evaluating an investment in
our stock. Additional risks and uncertainties not currently known to us, or that we currently believe are
immaterial, could also harm our business, financial condition or results of operations.

In this section, references to “our” and “we” refer to South Pointe Financial Corporation and
South Pointe Bank on a consolidated basis where the context so requires.

We arbitrarily arrived at the purchase price for our stock.

Our board of directors determined the $22.00 per share offering price without advice from or
consultation with an investment banker or broker. A price of $22.00 per share may have no relationship to
the price at which shares of our stock may be sold or valued by anyone in the future.

Your purchase will be immediately diluted.

At September 30, 2004, our consolidated book value per share was $18.01 ($17.41 on a fully-
diluted basis). Because the $22.00 per share offering price exceeds our consolidated book value per share,
your purchase will be immediately diluted.

The $22.00 per share purchase price is more than book value per share.

As of September 30, 2004 our consolidated book value per share was $18.01 ($17.41 on a fully-

diluted basis). The $22.00 per share purchase price is approximately 1.22 times our consolidated book value

per share. Our stock may never have a consolidated book value per share of $22.00.
Our stock is not readily tradable.

There is no market where you can trade our stock. We do not have any plans to attempt to list our
shares for trading on The Nasdaq Stock Market or any other market. There is virtually no likelihood that a
regular trading market for our shares will develop in the near term, if at all, or that if developed the market
would be sustained.

Accordingly, if you need or wish to sell some or all of your stock, you will be able to do so only by
private, direct negotiations with third parties. We cannot assure you that a transaction will be available.
Even if a transaction is available, we cannot assure you that you will find a purchaser willing to buy your
shares on terms and conditions you find satisfactory.

Our stock is generally illiquid. You may have to hold your shares for an indefinite period of time.

Your subscription payment may be held in escrow for a long period of time while we attempt to
organize South Pointe Bank of Kentucky.

We do not expect to be able to close this offering before September 30, 2005, if ever. In the
meantime, the payment for your shares will be held in escrow. Once held in escrow, the payment for your
shares will not earn interest. In addition, once held in escrow, the payment for your shares will be released
only (1) if we close the offering and issue to you stock certificates for your shares or (2) if we refund your
subscription payment because we cannot or decide not to close the offering or because we otherwise
terminate your subscription.
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While your payment for shares is held in escrow you might prefer to use the funds for a more
attractive investment or for any other matter. You will not have access to or the benefit of your funds held
in escrow.

If South Pointe Bank of Kentucky performs well enough that each share of series B preferred stock is
converted into 1.25 shares of common stock, your investment in our common stock will be diluted.

Each share of series B preferred stock will be converted into a number of shares of common stock
on the date that is two years from the date South Pointe Bank of Kentucky begins to accept deposits. If on
the conversion date South Pointe Bank of Kentucky has deposits of $22.0 million or more, each share of
series B preferred stock will be converted into 1.25 shares of common stock. If each share of series B
preferred stock is converted into 1.25 shares of common stock, your investment in our common stock will
be diluted.

Our series B preferred stock does not pay dividends.

Unlike many other types of preferred stock, our series B preferred stock does not pay a dividend.
Accordingly, our series B preferred stock does not provide a “fixed return.” Our series B preferred stock
does not pay a dividend even if we elect to pay a dividend on our common stock. When considering only
the payment of dividends, our series B preferred stock may be considered to be an inferior investment to our
common stock if we pay dividends on our common stock.

Our stock may be subject to significant price changes.

The value of our stock is volatile. The price of our stock in the future could be subject to significant
changes in response to variations in quarterly and yearly operating results, general trends in the banking
industry and other factors. The value of your shares could decrease, and you could lose your entire
investment.

We may not pay dividends on our common stock.

Until 1999, we did not pay cash dividends on our common stock. Because we may decide to retain
earnings, if we have any, to finance continued growth, we cannot provide any assurance that we will pay
cash dividends on our common stock in the future. ‘

South Pointe Bank of Kentucky will represent an expansion of our operations into a new market
area.

Once South Pointe Bank of Kentucky commences operations, our complete banking franchise will
be in the Paducah, Kentucky market for the first time. We cannot provide any assurances that our new bank
will be well-received by or successful in the community.

South Pointe Bank of Kentucky is essentially a ““start-up” company.

We are in the process of obtaining a charter for South Pointe Bank of Kentucky. If we obtain a
charter and are able to open South Pointe Bank of Kentucky for business, South Pointe Bank of Kentucky
will be a small, new entrant in an established banking market with substantial competition. We cannot
provide any assurances that South Pointe Bank will be able to compete, or even survive, in the Paducah,
Kentucky market.
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South Pointe Bank of Kentucky may take away resources that might otherwise be available to South
Pointe Bank.

As a one bank holding company, South Pointe Financial Corporation and its management were able
to devote all of its managerial and financial resources to South Pointe Bank. If and when South Pointe Bank
of Kentucky commences operations, South Pointe Financial Corporation will have to share managerial and
financial resources among two institutions. We cannot provide any assurances that South Pointe Financial
Corporation will be able to allocate managerial, financial and other resources adequately and effectively
between South Pointe Bank and South Pointe Bank of Kentucky.

Our success will depend significantly upon general economic conditions in the primary areas in which
we are located.

Our success will depend significantly upon general economic conditions in the primary areas in
which we are located, which are generally the Illinois counties of Williamson, Jefferson, Franklin, Jackson
and Massac and the Kentucky counties of McCracken, Ballard and Livingston, as well as national economic
conditions affecting these areas. Any prolonged economic dislocation or recession affecting these areas
could cause our non-performing assets to increase thereby causing operating losses, impaired liquidity and a
decline in capital. An economic dislocation or recession could result from a variety of causes including
natural disasters, a prolonged downturn in the various industries located in the aforementioned Illinois and
Kentucky counties or a national recession.

We have certain anti-takeover protections that may reduce the value of our stock.

Our Certificate of Incorporation and Bylaws provide that our board of directors is divided into three
staggered classes, with each class of directors serving a three year term and one class being elected each
year at the annual stockholders’ meeting. In addition, our Certificate of Incorporation provides that a
director may be removed only for cause and only by the affirmative vote of not less than 70% of the
outstanding shares of stock entitled to vote generally in the election of directors. Finally, our Certificate of
Incorporation requires the approval by the holders of at least 75% of our outstanding common stock with
respect to certain actions, including mergers, consolidations, the sale or lease of all or substantially all of our
assets, certain additional issuances of stock and our voluntary dissolution unless any such transaction is
approved by two-thirds of the number of our directors as fixed from time to time as provided in our
Certificate of Incorporation. Any one of these provisions might discourage tender offers or other unsolicited
takeovers and have the effect of delaying or deterring a change in control of our company that might provide
a premium for your shares.

Our future success may depend on our current management.

Our operations greatly depend on the activities of our existing management, including Olie L.
Musgrave, our President, Chief Executive Officer and Chief Financial Officer, and Randall Forby, our
Executive Vice President. Although we believe that Mr. Musgrave and Mr. Forby are committed to our
operations for the foreseeable future, if for any reason they become unable or unwilling to act on our behalf,
we cannot provide any assurances that we could find a suitable replacements. If we ever need but are
unable to find qualified and experienced successor management, our financial condition and business may
be harmed.

We are not able to control those general economic conditions that greatly influence our profitability.

The banking business is affected by general economic conditions, monetary policy, fiscal policy,
and political considerations. Conditions such as inflation, recession, unemployment, interest rates, the
money supply, currency fluctuations and the level of commodity prices are beyond our control and may
harm the banking industry or our operations.




Our operating income and net income depend to a great extent on interest rate differentials (the
difference between the income received from loans and investments and the expense paid to obtain deposits
and other liabilities). These rates are sensitive to all of the foregoing conditions which are and will be
beyond our control, including general economic conditions in our market area and throughout the nation as
well as the policies of various governmental and regulatory authorities including the Federal Reserve in
particular.

We have outstanding options to acquire our common stock that if exercised will increase the number
of shares outstanding.

As of September 30, 2004, we had outstanding options to purchase 22,600 shares of our common
stock at a weighted average exercise price of $20.08 per share. We do not have the ability to issue any
additional options under our stock incentive plan. In the event that any of these options are exercised, the
number of shares of common stock outstanding will increase, thereby diluting the value of your investment.

Your ownership of our stock will be diluted if we issue any new series of preferred stock.

Our board of directors has the authority to issue preferred stock in one or more series and to
determine the designations, preferences, limitations and other rights of those shares or any series thereof,
including designation and authorized number of shares constituting any series, allocation to capital or
surplus, dividend rights, dividend rates, redemption rights, liquidation prices, conversion or exchange rights,
sinking fund provisions and voting rights, without further vote or action by our stockholders. Our board’s
authority to issue a new series of preferred stock may be exercised in a manner which could harm the voting
rights of the holders of common stock or deter or hinder any takeover opposed by our management.

We face intense competition.

We face strong competition for deposits, loans and other financial services from numerous
institutions in our primary market area.

In southern Illinois and northwestern Kentucky generally, and McCracken County and Paducah in
particular, larger commercial banks dominate the banking industry. Many of our competitors have been in
business for many years, have established customer bases and have substantially greater resources and
lending limits than we do. In addition, most of our competitors have greater capital resources than we do
which may allow them to price their services at levels more favorable to customers and provide larger credit
facilities than we can. Many of our competitors have numerous branch offices located throughout their
extended market areas, which also provides them with a competitive advantage that we do not currently
have.

In addition to commercial banks, we also compete for deposit and loan business with other financial
institutions, including savings and loan associations and savings banks and non-traditional sources of loan
funds such as money market funds, brokerage firms, insurance companies, credit unions and leasing
companies. Some of the non-traditional sources are not subject to the same degree of regulation and
restriction imposed upon us. We cannot give you any assurance that the competition we face will not harm
our financial condition and results of operation or that we will ultimately be able to successfully compete
with other financial institutions in our chosen markets.

Our industry is highly regulated.
The banking industry is subject to extensive federal and state regulation. This regulation is intended

primarily for the protection of our depositors, not our stockholders, and could harm our operations,
including our ability to make loans and attract deposits.
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South Pdinte Financial Corporation is regulated and supervised by the Federal Reserve. South
Pointe Bank is regulated and supervised by the FDIC and the Office of the Illinois Commissioner of Banks
and Real Estate. South Pointe Bank of Kentucky will be regulated by the FDIC and the Kentucky Office of
Financial Institutions. The burden imposed by federal and state regulations places us at a competitive
disadvantage compared to less-regulated competitors such as finance companies, mortgage banking
companies and leasing companies and may make us less profitable.

Our loan portfolio is more risky than that of a larger institution because we make many loans to
small- and mid-sized businesses.

Our focus on lending to small- to medium-sized businesses may result in a larger concentration of
loans to those businesses, which tend to be riskier than larger, more well-established businesses. As a result,
we may assume greater lending risks than banks that have a lesser concentration of loans to small- to
medium-sized businesses and that tend to make loans to larger companies. We have attempted to, and will
continue to attempt to, minimize our credit exposure by carefully monitoring the concentration of our loans
within specific industries and by adopting prudent underwriting and lending guidelines and procedures, but
we cannot provide any assurance that the monitoring and procedures will reduce lending risks.

Our financial condition will be harmed if we make bad loans.

There are certain risks inherent in making loans, including risks with respect to the period of time
over which loans may be repaid, risks resulting from changes in economic and industry conditions, risks
inherent in dealing with individual borrowers and in the case of collateralized loans risks resulting from
unicertainties about the future value of the collateral. The nonpayment of loans, if it occurs, may harm our
earnings and overall financial condition as well as the value of our common stock.

Our profitability is subject to interest rate risk.

Our profitability depends to a great extent upon the level of our net interest, which is the difference
between interest income earned on loans and investments and the interest expense paid on deposits and
other borrowings. Balancing the maturities of our assets in relation to the maturities of our liabilities (gap
management) is not an exact science. It involves estimates as to how changes in the general level of interest
rates will impact the yields earned on assets and the rates paid on liabilities. Rate changes also can vary
depending upon the level of rates and competitive factors.

From time to time, maturities of assets and liabilities are not balanced, and a rapid increase or
decrease in interest rates could reduce net interest margins and harm our results of operations. Although we
have structured our asset and liability management strategies to mitigate the impact of changes in interest
rates, we cannot provide any assurances that we will be successful.

Our lending limits may decrease our profitability.

In general, our per customer legal lending limit will be 25% of our capital and surplus, although an
additional 10% of capital and surplus may be available under certain circumstances. Accordingly, the size
of loans that we can offer to potential customers is less than the size of loans which our competitors with
larger capital bases can offer. Although we may engage in loan participations with other banks for loans in
excess of our legal lending limits, we cannot give any assurance that such participations will be available at
all or on terms that are favorable to us.

Further, although we expect that our lending limits will increase proportionately with our growth,
we cannot provide any assurance that we will be successful in attracting or maintaining customers seeking
larger loans.
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We may need additional capital.

To support our growth we will require additional capital. We cannot provide any assurance that we
will be able to generate or attract added capital. If so, we will not be able to increase our assets, and your
investment may not appreciate.

Recent banking reform legislation may lead to us having more competitors.

The Gramm-Leach-Bliley Financial Services Modernization Act of 1999 altered the financial
services industry by establishing a comprehensive framework to permit affiliations among commercial
banks, insurance companies, securities firms and other financial service providers. As a result of the
legislation, bank holding companies are permitted to engage in a wider variety of financial activities than
permitted under prior law particularly with respect to insurance and securities activities.

In addition, in a change from prior law bank holding companies are in a position to be owned,
controlled or acquired by any company engaged in financially related activities. To the extent that the new
law permits banks, securities firms and insurance companies to affiliate, the financial services industry may
experience further consolidation. This could result in a growing number of large financial institutions that
offer a wider variety of financial services than we intend to offer. This could harm our profitability.

Law or regulations could be changed at any time to our detriment.

Legislation affecting financial institutions is constantly being proposed and may be enacted.
Regulations now affecting us may be modified at any time. This additional legislation and regulation, and
changes in existing legislation and regulations, will continue to have a significant impact on the banking
industry. Although some of the legislative and regulatory changes may benefit us, others may increase our
costs of doing business and assist our competitors that are not subject to similar regulation. We cannot
provide any assurance that new legislation or regulations or modifications to existing legislation or
regulations would not be detrimental to us.

Because of its ownership of approximately 48% of our outstanding common stock, our management
effectively has control over us.

Our management and directors own a significant portion of our stock. As result, they may be able
to keep their respective positions regardless of our performance, and it is unlikely that any minority
shareholder or small group of minority shareholders will be able to replace management if they so desire.
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PLAN OF DISTRIBUTION
Shares Offered

We are offering to sell 181,818 shares of common stock at a price of $22.00 per share and 45,454
shares of series B preferred stock at a price of $22.00 per share. We need to raise at least $4,700,000 in
this offering in order to have adequate funds to capitalize South Pointe Bank of Kentucky.

Minimum and Maximum Subscription

Subject to waiver in our sole discretion, the minimum required subscription is for 909 shares of
common stock or 909 shares of series B preferred stock, and the maximum permitted subscription is for
22,727 shares of common stock or 20,000 shares of series B preferred stock and 2,727 shares of common
stock.

Subscription Preference

Initially, we are offering 113,636 shares of our common stock to our current stockholders, and the
remaining 68,182 shares of common stock to non-current stockholders. In addition, we are initially
offering all 45,454 shares of our series B preferred stock to persons in the Paducah, Kentucky area.

In the event we are unable to allocate our shares of common stock as desired, we will then sell the
shares of common stock to any purchaser on a “first-come, first-served” basis. Similarly, in the event we
are unable to sell all of our shares of series B preferred stock to persons in the Paducah, Kentucky area,
we will sell the shares of series B preferred stock to any purchaser on a “first-come, first-served” basis.

Other Terms and Conditions

The offering is being made subject to the terms and conditions of the subscription letter that
accompanies this offering circular.

Selling Efforts

We are offering the shares on a “best efforts” basis. Mr. Olie L. Musgrave, our President, Chief
Executive Officer and Chief Financial Officer, Travis Clem, who will be the President and Chief
Executive Officer of South Pointe Bank of Kentucky, our other directors and officers and the directors
and officers of South Pointe Bank will sell the shares. In selling the shares, they will not receive
commissions or other compensation but will be reimbursed for expenses actually and reasonably mcurred.
We will pay all expenses of the offering.

We have not retained a broker or dealer nor are we under any obligation to purchase any of the
shares we are offering. We have not retained the services of an investment banker, underwriter or
soliciting agent to assist with selling the shares.

Subscription Procedures

To subscribe for shares of common stock or series B preferred stock, you must complete and
submit the following documents to South Pointe Financial Corporation, 925 West Main, Carbondale,
Ilinois 62901, Attention: Mr. Olie L. Musgrave, President:

¢ a fully executed and dated subscription letter, and

e acheck, draft or money order for the entire purchase price made payable to “South Pointe
Financial Corporation.”
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Subscription Deadline

We must receive all subscriptions no later than , 2005. However, we can act at
any time prior to the expiration date (1) to extend the subscription deadline or (2) to shorten the
subscription deadline if the offering is fully subscribed.

Acceptance or Rejection of Subscription

We reserve the right to accept or reject any subscriptions in whole or in part in our sole and
absolute discretion and to allocate shares among prospective purchasers according to the subscription
preference described above. We further reserve the right, prior to the issuance of shares, to cancel any
previously accepted subscription as a result of comments received from a regulatory agency or for any
other reason.

If we reject all or part of a subscription, we will return to you the funds we received without
interest or deduction. We will not accept subscriptions for less than the required minimum or for more
than the required maximum unless we choose to do so in our sole discretion. We will not accept a
subscription if it is not in proper form or if it is not accompanied by full payment for all shares
subscribed.

Within approximately ten business days of our receipt of a subscription letter and payment for the
shares subscribed for, we will send by first class mail a written confirmation to notify you of the extent, if
any, to which we have accepted your subscription. Upon notifying you of the acceptance of your
subscription, we will place the payment for your shares in escrow pending satisfaction of the conditions
described below.

Escrow

Upon notifying you of the acceptance of your subscription, we will place the payment for your
shares in escrow with The Bank of Carbondale, Carbondale, Illinois. While in escrow, your funds will
not earn interest.

Unless we decide to cancel your previously accepted subscription as a result of comments
received from a regulatory agency or for any other reason, we will not release funds from escrow and

issue the shares unless and until:

¢ the Kentucky Office of Financial Institutions decides to grant a charter to South Pointe Bank
of Kentucky,

o the FDIC decides to issue deposit insurance to South Pointe Bank of Kentucky,

¢ the Federal Reserve decides to approve our ownership of South Pointe Bank of Kentucky,

e we accept subscriptions for at least $4,700,000, and

e we decide to close the offering.

We will refund all accepted subscriptions if all five conditions are not satisfied by December 31,

2005. We will return your check, draft or money order by first class mail within approximately ten
business days of terminating the escrow.
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USE OF PROCEEDS

The maximum proceeds from the sale of all shares before deduction of estimated offering expenses
is expected to be $4,999,984. The following table illustrates proceeds from various levels of stock sales.

number of shares sold proceeds from shares sold

175,000 shares of common stock $4,700,014 (minimum)
and 38,637 shares of series B

preferred stock

181,818 shares of common stock $4,999,984 (maximum)

and 45,454 shares of series B
preferred stock

We will use all of the proceeds received to capitalize South Pointe Bank of Kentucky. We will
capitalize South Pointe Bank of Kentucky by purchasing all of its outstanding stock.

We believe that we may need more than $4,700,000 to capitalize South Pointe Bank of Kentucky.
If so, we anticipate that we will borrow the remaining funds and contribute the proceeds to South Pointe
Bank of Kentucky.

CAPITALIZATION

The following table sets forth (1) our consolidated capitalization at September 30, 2004 and (2) our
consolidated capitalization giving effect to the offering (assuming the minimum and maximum amount of
funds are raised). The table does not reflect outstanding options or expenses of the offering.

September 30, 2004
as adjusted as adjusted
actual $4.700,014 raised $4,999.984 raised

Stockholders’ Equity:
common stock, $1.00 par value, 1,000,000
shares authorized, 668,020, 843,020 and
849,838 shares issued ........ccovvcneurerrienennne $ 668,020 843,020 849,838
preferred stock, $1.00 per value, 60,000
shares authorized, 0, 38,637 and 45,454
shares 1SSUed .........ovvvnciviiiincinisinienes 0 38,637 45,454
capital SUIPIUS ......ccveverrrerereecsecee e 7,344,397 11,830,774 12,117,109
treasury stock, 10,865 shares at cost.......... (176,385) (176,385) (176,385)
accum. other comprehensive income ........ (126,034) (126,034) (126,034)
retained €aIMINGS ...ovoeveerrersrerereericerenens 4,127,791 4,127,791 4,127,791
total stockholders’ equity.......ccoeeevcrrinnnns 11,837,789 16,537,803 16,837,773
Capital Ratios:
stockholders’ equity to assets ...........coucnnee 6.04% 8.24% 8.38%
tier 1 capital to risk-weighted assets.......... 12.80% 16.54% 16.80%
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DILUTION

At September 30, 2004 we had a consolidated book value of $18.01 per share ($17.41 per share on
a fully-diluted basis assuming the exercise of all options then outstanding). Consolidated book value per
share represents the amount of our stockholders’ equity divided by the number of shares of common stock
outstanding. Dilution per share represents the difference between the amount per share paid by purchasers
of shares of our common stock and series B preferred stock in the offering and the pro forma consolidated
book value per share of common stock immediately after completion of the offering (assuming that each
share of series B preferred stock will be converted into 1.25 shares of common stock upon conversion).

Purchasers of stock in the offering will incur dilution with respect to the shares they purchase
because the $22.00 offering price exceeds our consolidated book value per share.

The following table illustrates the per share dilution purchasers in the offering will experience,
based on our consolidated book value per share at September 30, 2004, assuming the sale of 181,818 shares
of common stock and 45,454 shares of series B preferred stock (which is the maximum number of shares we
can sell in this offering) and assuming the sale of 175,000 shares of common stock and 38,637 shares of
series B preferred stock (which will provide us with the $4,700,014 minimum we need to raise in order to
complete the offering). The numbers reflected in the following table are presented on a fully-diluted basis
assuming all options had been exercised and do not reflect the expenses of the offering.

175,000 common shares 181,818 common shares

and 38,637 series B and 45,454 series B
preferred shares preferred shares

offering price $22.00 $22.00
consolidated book value per share at $18.01 $18.01
September 30, 2004'
consolidated book value per share after $18.31° $18.33°
the offering
increase in consolidated book value per $0.30 $0.32
share due to cash payments received in
the offering
immediate dilution per share from the $3.69 $3.67

offering price which will be absorbed
by purchasers in the offering

1. At September 30, 2004 we had outstanding 657,155 shares of common stock and options to purchase
22,600 shares of common stock.

2. Assumes that after the offering we have outstanding 832,155 shares of common shares, options to
purchase 22,600 shares of common stock and 38,637 shares of series B preferred stock convertible into
48,296 shares of common stock.

3. Assumes that after the offering we have outstanding 838,973 shares of common stock, options to
purchase 22,600 shares of common stock and 45,454 shares of series B preferred stock convertible into
56,817 shares of common stock.
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OUR BUSINESS AND PROPERTIES
General

We are a Delaware corporation organized on August 11, 1994 for the purpose of serving as a bank
holding company for South Pointe Bank. South Pointe Bank received its charter on April 21, 1995 and
opened for business on May 12, 1995. We own 100% of the issued and outstanding capital stock of South
Pointe Bank.

At Septe’mber 30, 2004, we had total assets of approximately $195.9 million, total net loans of
approximately $114.5 million, total deposits of approximately $154.5 million and stockholders’ equity of
approximately $11.8 million.

South Pointe Bank

South Pointe Bank, which is currently our only subsidiary, is headquartered in Carbondale, Illinois
and provides general banking services to the public in the form of consumer and business deposit accounts
and loans. South Pointe Bank currently conducts its operations through its main office in Carbondale,
Illinois, its two branch offices located in Marion, Illinois, its branch office in Mount Vernon, Illinois, its
branch office in Johnston City, Illinois, its branch office in Benton, Illinois, its two branch offices in
Carbondale, Ilinois and a loan production facility in Paducah, Kentucky

South Pointe Bank of Kentucky

We are currently organizing South Pointe Bank of Kentucky. South Pointe Bank of Kentucky will
be a Kentucky state bank. If successfully organized, we will own 100% of the issued and outstanding
capital stock of South Pointe Bank of Kentucky. South Pointe Bank of Kentucky will have its main office
in Paducah, Kentucky.

South Pointe Bank Business

South Pointe Bank operates as an independent community bank, serving the commercial banking
and related needs of individuals, small- and medium-sized businesses, professional organizations and
governmental and public entities located in its market area by emphasizing what management believes to be
personalized and responsive services and providing a range of commercial and consumer banking services.
South Pointe Bank offers a broad range of deposit services, including checking accounts, NOW accounts,
savings and other time deposits of various types, ranging from daily money market accounts to longer-term
certificates of deposit.

South Pointe Bank attempts to tailor its transaction accounts and time certificates to the principal
market area at rates competitive with those offered in the area. All deposit accounts are insured by the FDIC
up to the maximum amount permitted by law. South Pointe Bank solicits these accounts from individuals,
businesses, organizations and government authorities.

South Pointe Bank also offers a range of short- to intermediate-term commercial and personal loans
and fixed- and adjustable-rate mortgage loans. South Pointe Bank makes personal loans directly to
individuals for various purposes, including purchases of automobiles, mobile homes, boats and other
recreational vehicles, home improvements, education and personal investments. South Pointe Bank makes
commercial loans primarily to small- and medium-sized businesses. These loans may be secured or
unsecured and are available for general operating purposes, acquisition of fixed assets (including real
estate), purchases of equipment and machinery, financing of inventory and accounts receivable, as well as
any other purpose considered appropriate.
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South Pointe Bank’s Board of Directors has established a maximum lending authority for each of
South Pointe Bank’s loan officers. Any loan request that exceeds a loan officer’s maximum lending
authority must be approved by a senior officer before such loan can be issued. In addition, South Pointe
Bank’s Board of Directors has established a loan committee to review requests for loans that exceed a senior
officer’s maximum lending authority.

South Pointe Bank of Kentucky Business

We intend to operate South Pointe Bank of Kentucky just as we operate South Pointe Bank—as an
independent community bank, serving the commercial banking and related needs of individuals, small- and
medium-sized businesses, professional organizations and governmental and public entities located in its
market area by emphasizing what management believes to be personalized and responsive services and
providing a range of commercial and consumer banking services.

The vast majority of loans will be made within South Pointe Bank of Kentucky’s designated
market; however, occasionally loans will be made to clients or their businesses who reside within the market
area but whose collateral is located outside the market area. These loans will have received the prior
approval of South Pointe Bank of Kentucky’s Loan Committee, and if greater than $750,000, the Board of
Directors.

Retail deposit products to be offered will include checking accounts, NOW accounts, tiered money
market accounts, savings accounts and certificates of deposit. Commercial deposit products will include
commercial checking accounts, commercial money market accounts, commercial certificates of deposits and
small business accounts. '

South Pointe Bank of Kentucky will provide a full complement of commercial cash management
products for commercial clients, including automated sweep accounts, payroll service and ACH. Non-
deposit services available for clients will include safe deposit boxes, cashiers checks and money orders,
travelers checks, direct deposit, ATMs, debit cards and annuities sales.

South Pointe Bank Premises

South Pointe Bank’s main office is located at 925 West Main, Carbondale, Illinois 62901. South
Pointe Bank owns its main office building and the real property upon which it is located, free of any liens
and other encumbrances.

We anticipate that South Pointe Bank will relocate its headquarters to Marion, Illinois in mid-
2005. South Pointe Bank owns the building and real property where its new headquarters will be located.

South Pointe Bank owns its two branch banking facilities in Marion, Illinois, its branch banking
facility in Johnston City, [llinois and its branch banking facility in Benton, Illinois, each of which is free of
any liens and other encumbrances.

South Pointe Bank presently leases its bank facility in Mount Vernon, Illinois. The lease term is
through December 1, 2005 with a current rent of $3,958 per month. South Pointe Bank has options to
extend the lease for two five-year terms.

South Pointe Bank also leases its loan production facility in Paducah Kentucky. The lease term is
through April 1, 2005 with a current rent of $1,150 per month.

In addition, South Pointe Bank has a drive up location located on Giant City Road near the
intersection of Highway 13 in Carbondale.
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South Pointe Bank of Kentucky Premises

The main office of South Pointe Bank of Kentucky will be located in Paducah, Kentucky in a
two-story building at 1179 Lone Oak Road near Interstate Highway 24. South Pointe Bank of Kentucky
will own the building and property. '

Employees

As of December 31, 2004, we employed 71 full-time equivalent employees. If South Pointe Bank
of Kentucky commences operations, we anticipate that we will employ an additional 8 full-time equivalent
employees within the first 12 months of operations. None of our employees are subject to a collective
bargaining agreement. We consider our relationship with our employees to be good.

South Pointe Bank Market Area

Through its current main office and branch offices, South Pointe Bank serves Jackson County,
Mllinois (the county in which Carbondale, Tllinois is located), Williamson County, Illinois (the county in
which Marion, Illinois and Johnston City, Illinois are located), Franklin County, Illinois (the county in
which Benton, Illinois is located), and Jefferson County, Illinois (the county in which Mount Vernon,
Illinois is located). South Pointe Bank’s home office is approximately 58 miles from the Mt. Vernon branch
office, approximately 35 miles from the Benton branch offices, approximately 17 miles from the Marion
branch office and approximately 24 miles from the Johnston City branch office. The proximity of these
banking offices enables management to oversee the operations of the offices without undue effort or
expense.

According to the United States Census, Jackson County, Illinois had a population of approximately
59,612 in 2000. Jackson County is located in southern Hllinois, where manufacturing, retail trade and
educational services are the predominant industries. The median household income in Jackson County in
1999 was $24,946 per year. Carbondale, located in Jackson County, had a population of 20,681 in 2000.

According to the 2000 United States Census, the city of Marion, Illinois had a population of
approximately 16,035, and Williamson County had a population of approximately 61,296. Both are
currently experiencing steady growth. The population of Williamson County increased over 6% between
1990 and 2000. Williamson County is located in southern Illinois, where farming, coal mining and
manufacturing relating to the boating industry are the predominant industries. Marion is the county seat of
Williamson County. In 2000, the median family income in Williamson County was approximately $40,692
per year.

According to the 2000 United States Census, the city of Benton, Illinois had a population of 6,880,
and Franklin County had a population of 39,018. Benton is the county seat of Franklin County.

According to the 2000 United States Census, the city of Mount Vernon, Illinois had a population of
16,269, and Jefferson County had a population of 40,045. The population of Jefferson County increased by
approximately 8.2% between 1990 and 2000. Like Williamson County, Franklin and Jefferson Counties are
located in southern Illinois. The median household income in Franklin County is estimated to be $28,411
per year while the median household income in Jefferson County is estimated to be $33,555 per year.

South Pointe Bank anticipates that the economic conditions in Benton, Franklin County, Mount
Vernon, Jackson County and Jefferson County will remain stable.

The banking business in South Pointe Bank’s market area is highly competitive. Currently, 13
commercial banks and one savings institution operate 32 offices in Williamson County; 10 commercial
banks operate 16 offices in Franklin County; 11 commercial banks operate 17 offices in Jefferson County;
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and 11 commercial banks operate 23 offices in Jackson County. In addition to competition from
commercial banks and savings institutions, South Pointe Bank also faces significant competition from credit
unions, finance companies, insurance companies, mortgage companies, securities brokerage firms, money
market mutual funds, loan production offices and other providers of financial services. These entities
generally have greater financial resources than those available to South Pointe Bank.

South Pointe Bank of Kentucky Market Area

If South Pointe Bank of Kentucky commences operations, its initial primary market area will focus
on the individuals and communities in Paducah, Kentucky and McCracken County, for which Paducah
serves as the county seat. In addition, South Pointe Bank of Kentucky will serve clients and seek
business from the surrounding counties, including Ballard and Livingston counties in Kentucky and
Massac County, [llinois.

According to the 2000 United States Census, there were 27,736 households and 18,444 families
residing in McCracken County, which had a population of 65,514 in 2000. The median income for a
household in McCracken County is $33,865, and the median income for a family is $42,513. In addition,
Paducah, the county seat, had a total population of 26,307 in 2000. There are 11,825 households and
6,645 families residing in Paducah. The median income for a household in Paducah is $26,137, and the
median income for a family is $34,092.

McCracken County is located in the western end of the state at the confluence of the Ohio and
Tennessee Rivers. Paducah is situated on the southern bank of the Ohio River, below the mouth of the
Tennessee River, in the north central portion of McCracken County. Paducah is the largest city in both
McCracken County and the surrounding fifteen-county region.

Paducah is the urban center of a multi-county labor market area. The fifteen-county region
comprises over 4,396 square miles and has a total population of over 250,000. The main industries
include medical services, river shipping industries, railroad manufacturing, chemical manufacturing,
paper mills and the nation’s only uranium enrichment plant. The healthy business climate in the Paducah
area keeps the unemployment rate low (4.1%), with 75 manufacturing companies of various sizes and 25
local businesses that employ 100 people or more.

Currently, there are seven commercial banks operating 24 offices in the Paducah-McCracken
County market. There are no savings institutions located in the area. The market is dominated by three
banks, which control approximately 86% of the local market share.
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DESCRIPTION OF OUR CAPITAL STOCK
General

We are authorized pursuant to our Certificate of Incorporation to issue 1,000,000 shares of common
stock, $1.00 par value per share, and 60,000 shares of preferred stock, $1.00 par value per share. Our board
of directors is authorized to cause the preferred stock to be issued from time to time, in series, by resolution
adopted prior to the issue of shares of a particular series and to fix and determine in the resolution the
designation and the powers, preferences and relative, participating optional or other special rights and
qualifications, limitations or restrictions of such shares.

As of the date hereof, we have 657,155 shares of common stock issued and outstanding. We do not
have shares of preferred stock outstanding. We currently hold 10,865 shares of common stock as treasury
shares.

The following summary of the terms of our capital stock is qualified in its entirety by reference to
our Certificate of Incorporation (including the Certificate of Designation of the series B preferred stock) and
Bylaws.

Common Stock
The following is a brief description of the terms of our common stock.

Dividends. Holders of common stock are entitled to receive dividends when, as and if declared by
our board of directors out of funds legally available therefor, subject to any preferential dividend rights
which may attach to preferred stock issued and which we may issue in the future.

We cannot provide any assurance that we will declare dividends on our common stock in the future.
Voting Rights. Holders of shares of common stock are entitled to one vote per share in the election
of directors and in all other matters to be voted upon by the stockholders generally. Our common

stockholders do not have cumulative voting rights in the election of directors. Therefore, the holders of a
majority of the shares of common stock issued and outstanding can elect the entire board of directors.

Liquidation Rights. In the event of our liquidation, dissolution or winding up, whether voluntary or
involuntary, the holders of common stock would be entitled to share ratably in any of our assets or funds
that are available for distribution to our stockholders after the satisfaction of our liabilities (or after adequate
provision is made therefor) and after preferences on any outstanding preferred stock.

Preemptive Rights. Holders of shares of common stock do not have the preemptive right to
subscribe on a pro-rata basis for any presently or subsequently authorized shares of common stock.

Conversion Rights. Holders of common stock have no conversion rights.
Redemption Rights. Holders of common stock have no redemption rights.
Sinking Fund Provisions. The common stock has no sinking fund provisions.

Further Calls or Assessments. Holders of common stock are not subject to further calls or
assessments by reason of being holders of common stock.
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Series B Preferred Stock
The following is a brief description of the terms of the series B preferred stock offered.
Dividends. Holders of the series B preferred stock are not entitled to dividends.
Voting Rights. The series B preferred stock is non-voting, except as may be required by law.

Liquidation Rights. If we are liquidated, holders of the series B preferred stock will be entitled to
receive an amount in cash or property equal to $22.00 per share and no more before any amount is paid to
holders of the common stock.

Preemptive Rights. The series B preferred stock has no preemptive rights.

Conversion Rights. Each share of series B preferred stock will, without any action required to be
taken by the holder thereof, be converted into a number of shares of our common stock on the date that is
two years from the date South Pointe Bank of Kentucky begins to accept deposits. In the event that on the
conversion date South Pointe Bank of Kentucky has deposits of $22 million or more as determined by our
board of directors each share of series B preferred stock will be converted into 1.25 shares of our common
stock. In the event that on the conversion date South Pointe Bank of Kentucky has deposits of less than
$22 million as determined by our board of directors each share of series B preferred stock will be converted
into one share of our common stock.

Redemption Rights. We do not have the right to redeem the series B preferred stock.
Sinking Fund Provisions. The series B preferred stock has no sinking fund provisions.

Further Calls or Assessments. Holders of series B preferred stock are not subject to further calls or
assessments by reason of being holders of series B preferred stock.

DIVIDENDS, DISTRIBUTIONS AND REDEMPTIONS

South Pointe Bank paid a cash dividend of $399,668.05 to us, and we declared a cash dividend of
$0.18 per share of common stock on December 21, 2004. We cannot provide any assurance that we will
pay dividends in the future.

In order to have the funds to be able to pay dividends, we must receive dividends from South Pointe
Bank. Under federal and Illinois law, South Pointe Bank is restricted as to the maximum amount of
dividends it may pay on its common stock, and payment of dividends by South Pointe Bank is subject to
regulation by both the FDIC and the Illinois Commissioner of Bank and Real Estate, both of which are
statutorily authorized to determine whether the payment of dividends by a bank would constitute an unsafe
and unsound banking practice. In such an instance, either the FDIC or the Illinois Commissioner of Banks
and Real Estate could prohibit payment of dividends.
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Directors and Executive Officers

OUR MANAGEMENT

Set forth below is information regarding our directors, executive officers and significant employees.

name and age

positions with our company and work experience
during past five years

James H. Byassee (56)

Jeffrey Diederich (32)

Donald H. McNail (71)

Virgil H. Motsinger (71)

Olie L. Musgrave (70)

Donald O’Neal (71)

Robert J. Parks (67)

James E. Redden (72)

Thomas J. Throgmorton (81)

Randall Forby (51)

Travis Clem (34)

Director of our company; Owner/Operator, Keyboard and Sound
Company, Marion, Illinois

Director of our company; owner of Diederich Insurance Agency

Director of our company; Retired, Cypress Minerals Co., Delta
Mine, Marion, [llinots (1951-1994); President, Rocking “M”
Ranch, Harrisburg, Illinois

Director of our company; Retired coach at Southeastern Illinois
College

President, Chief Executive Officer, Chief Financial Officer and
Director of our company; Owner, Musgrave Development Co.,
Mount Vernon, Illinois (1993 to present); Owner, Olie L.
Musgrave Insurance Agency, Mount Vernon, Illinois (1989 to
present)

Director of our company; retired from Southeastern Illinois Power
Corporation

Director of our company; Physician, Good Samaritan Hospital,
Mount Vernon, Illinois; Private Practice, Mount Vernon, Illinois

Director of our company; Vice President, Central Technology,
Inc., Marion, Illinois; Owner, Redden Consulting Service, Marion,
Tlinois

Chairman of the Board; Owner/Operator, President, Winn-Star,
Inc., Carbondale, Illinois; Chief Executive Officer, Simulator
Tech., Carbondale, Illinois

Executive Vice President/Credit Manager of South Pointe Bank
Commercial Loan Administrator of South Pointe Bank; anticipated

to be President and Chief Executive Officer of South Pointe Bank
of Kentucky

We have a classified board of directors, with directors serving staggered three year terms. The
terms of the class II directors expire in May of 2005, the terms of the class III directors expire in May of
2006 and the terms of the class I directors expire in May 2007. Except for Donald H. McNail, who is the
brother-in-law of Olie L. Musgrave, there are no family relationships among our directors and executive

officers.
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Although we believe that a classified board of directors promotes stability and continuity of the
board of directors, classification of the board of directors (combined with the fact that holders of shares of
common stock do not have cumulative voting rights in the election of directors) may have the effect of
decreasing the number of directors that could otherwise be elected by anyone who obtains a controlling
interest in our common stock and thereby could impede a change in control or discourage certain offers
(possibly including some offers which stockholders may feel would be in their best interest). Because of the
additional time required to change control of the board of directors, a staggered board of directors also tends
to perpetuate present management.

Management Compensation

The table set forth below shows the aggregate annual remuneration of each of the three highest
paid persons who are officers or directors and of the officers and directors as a group during the year
ended December 31, 2004.

name of individual or capacities in which aggregate
identity of group remuneration was received remuneration
Olie L. Musgrave President, Chief Executive $159,500

Officer and Chief Financial
Officer of our company and
South Pointe Bank

Randall Forby Executive Vice President/Credit $148,500
Management of South Point
Bank

Travis Clem Commercial Loan $82,500
Administrator of South Pointe
Bank

directors as a group (9 persons)  director fees and aggregate $206,300
remuneration paid to Olie L.
Musgrave

Stock Incentive Plan

Introduction. We adopted the South Pointe Financial Corporation 1994 Stock Incentive Plan to
promote equity ownership of our company by selected officers of our company and South Pointe Bank, to
increase their proprietary interest in the success of our company and to encourage them to remain in the
employ of our company or South Pointe Bank.

Status. Because ten years have elapsed since our adoption of the Stock Incentive Plan, we may
no longer issue stock options or other awards under the Stock Incentive Plan. As of September 30, 2004,
we had issued and outstanding under the Stock Incentive Plan non-qualified stock options to purchase
19,300 shares of our common stock at a weighted averaged exercise price of $19.75. Of such outstanding
options, 2,000 are currently exercisable.

Administration. The Stock Incentive Plan is administered by a stock incentive plan
administrative committee which is comprised of at least three non-employee directors appointed by our
board of directors. The stock plan committee has the authority, subject to approval by our board of
directors, to interpret the provisions of the stock plan and to make all other determinations that it may
deem necessary or advisable for the administration of the stock plan.
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The stock plan provided for the grant of “incentive stock options,” “non-qualified stock options,”
restricted stock and stock appreciation rights, commonly known as SARs, as determined in each
individual case by the stock plan committee.

Awards. Our officers and officers of South Pointe Bank were eligible to receive grants under the
Stock Incentive Plan. Options were granted subject to a vesting requirement and if not already vested will
become fully vested upon a merger or change of control of our company. The exercise price of non-
qualified options was determined by the stock plan committee.

Each participate holding an option executed an award agreement which specified the type of
award granted, the number of shares of common stock to which the award relates, the terms and
conditions of the award, the date granted, the price at which the shares of common stock subject to the
option may be purchased and the date on which the option becomes exercisable.

The full exercise price for all shares of common stock purchased upon the exercise of options
granted under the stock plan must be paid by cash, stock, personal check or personal note at the time of
exercise. Options granted under the Stock Incentive Plan remain outstanding and are exercisable for such
period as the stock plan committee may determine following termination of employment. Awards are not
transferable.

The Stock Incentive Plan provides for appropriate adjustment, as determined by the stock plan
committee, in the number, kind and per share exercise price of shares subject to unexercised option, in the
event of any change in the outstanding shares of common stock by reason of a stock split, stock dividend,
combination or reclassification of shares, recapitalization, merger or similar event.

Right of First Refusal. If any shares of common stock are not readily tradable on an established
market on the date an owner intends to sell the shares, the owner must first offer the shares to us for
purchase, and we have thirty days to exercise our right to purchase. If the payment for the shares is in
excess of $100,000, payment may be made in equal annual installments without interest over a period not
exceeding five years in the committee’s discretion

Outstanding Options. The following table summarizes options held under the Stock Incentive
Plan and the weighted average exercise price:

optionee options held exercise price

Olie L. Musgrave 0 ) -

Randall Forby 6,000 $22.00

Travis Clem 5,000 $16.12
Other Options

We have also issued an additional 3,300 non-qualified stock options pursuant to award
agreements with various officers and employees all at an exercise price of $22.00 per share. Of such
outstanding options, none are currently exercisable.
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Musgrave Employment Agreement

We have an employment agreement with Olie L. Musgrave, our President and Chief Executive
Officer. The agreement provides that Mr. Musgrave will serve as our President and Chief Executive
Officer and as President and Chief Executive Officer of South Pointe Bank. The agreement provides
Mr. Musgrave with a base salary, performance bonus and paid vacation.

The agreement is currently renewable on an annual basis in April of each year. The agreement is
terminable by us without cause upon at least 90 days prior notice, by us for cause and by Mr. Musgrave
for constructive discharge or upon a change in control of our company which causes a change in
Mr. Musgrave’s authority, duties or compensation.

If we terminate the agreement without cause or Mr. Musgrave terminates the agreement because
of constructive discharge or after a change in control and a change in his authority, duties or
compensation, we will pay Mr. Musgrave an amount equal to two times the sum of his then applicable
annual base salary plus the amount of his most recent performance bonus plus the value of contributions
which would have been made to Mr. Musgrave under all applicable retirement and other employee benefit
plans had he remained employed through the last day of the then current term. We will also provide
Mr. Musgrave and his dependents with continuing coverage under all existing life, health and disability
programs for a period of one year following the effective date of termination.

For a period of one year following the termination of Mr. Musgrave’s employment,
Mr. Musgrave will not be associated with a financial institution that is physically located and conducts
substantial lending and deposit activities within a 25 mile radius of our office or an office of South Pointe
Bank or South Pointe Bank of Kentucky.

Mr. Musgrave has the right for a period of 180 days after either his death or the termination of his
employment for any reason other than for cause to sell to us any shares of our stock that he owns at a
purchase price determined by a qualified appraiser of financial institutions.

Clem Employment Agreement

We have an employment agreement with Travis Clem, Vice President and Commercial Loan
Administrator for South Pointe Bank. The agreement provides Mr. Clem with a base salary and paid
vacation.

The agreement’s initial term expires in August 2005 and renews on an annual basis thereafter
unless Mr. Clem’s employment is terminated as set forth in the agreement. The agreement is terminable
by us without cause upon at least 90 days prior notice, by us for cause and by Mr. Clem for constructive
discharge or upon a change in control of our company which causes a change in Mr. Clem’s authority,
duties or compensation.

If we terminate the agreement without cause or Mr. Clem terminates the agreement because of
constructive discharge or after a change in control and a change in his authority, duties or compensation,
we will pay Mr. Clem an amount equal to two times the sum of his then applicable annual base salary
plus the amount of his most recent performance bonus if applicable plus the value of contributions which
would have been made to Mr. Clem under all applicable retirement and other employee benefit plans had
he remained employed through the last day of the then current term. We will also provide Mr. Clem and
his dependents with continuing coverage under all existing life, health and disability programs for a
period of one year following the effective date of termination.
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For a period of one year following the termination of Mr. Clem’s employment, Mr. Clem will not
be associated with a financial institution that is physically located and conducts substantial lending and
deposit activities within a 25 mile radius of our office or an office of South Pointe Bank or South Pointe
Bank of Kentucky.

SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN SECURITY HOLDERS

The table set forth below includes the title of the class of security, the name and the address and the
number of shares of securities beneficially owned by each of the three highest paid persons who are officers
or directors of our company, by all officers and directors of our company as a group and by each
shareholder who owns more than 10% of any class of our securities, including those shares subject to
outstanding options. The numbers of shares presented include shares owned of record by each person and
shares which are deemed to be beneficially owned by each person. A beneficial owner of a security
includes any person who directly or indirectly through any contract, arrangement, understanding,
relationship or otherwise has or shares voting power or mvestment power with respect to the security.
Voting power includes the power to vote or to direct the voting of the security. Investment power includes
the power to dispose or to direct the disposition of the security.

The numbers of shares are reported at December 31, 2004, All share numbers are provided based
upon information supplied to our management by the respective individuals and members of the group.
Each person holds sole voting and investment power with respect to the shares indicated, including the best
estimates at this time of the additional number of shares of common stock such individuals expect to
purchase in connection with this offering. Depending upon their individual circumstances at the time, each
individual may purchase a greater or fewer number of shares than indicated in the table.

title of name and amount owned amount owned percent of
class address of owner before the offering after the offering class’

common Olie L. Musgrave 42,620 42,620 4.95%
418 East Reichert
Marion, IL 62959

common Randall Forby 6,000 6,000 0.70%
10975 Royal Court
Mt. Vernon, IL 62864

commeon Travis Clem 5,000 5,000 0.58%
103B Culver Lane

Ledbetter, KY 42084

common Thomas J. Throgmorton 74,980 79,980 9.28%
Rt. #3, Box 253
Carbondale, IL 62901

common all officers and directors as 312,539 324,539 37.67%
a group

1. Assumes that after the offering 861,573 shares of common stock are issued and outstanding.
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SUPERVISION AND REGULATION

We and South Pointe Bank are, and South Pointe Bank of Kentucky will be, extensively regulated
under both federal and state law. Laws and regulations to which we and South Pointe Bank are, and South
Pointe Bank of Kentucky will be, subject govern, among other things, the scope of business, investments,
reserve levels, capital levels relative to operations, the nature and amount of collateral for loans, the
establishment of branches, mergers and consolidations and the payment of dividends. These laws and
regulations are intended to protect depositors, not stockholders. The effect of these statutes, regulations and
policies can be significant and cannot be predicted with a high degree of certainty.

The following references to statutes and regulations affecting us, South Pointe Bank and South
Pointe Bank of Kentucky are brief summaries only and do not purport to be complete and are qualified in
their entirety by reference to the statutes and regulations. Any change in applicable law or regulations may
harm our business.

Recent Legislation

The Federal Deposit Insurance Corporation Improvement Act of 1991. The Federal Deposit
Insurance Corporation Improvement Act of 1991, commonly referred to as the FDICIA, was adopted to
recapitalize the Bank Insurance Fund, commonly referred to as BIF, and impose certain supervisory and
regulatory reforms on insured depository institutions. In general, the FDICIA includes provisions, among
others, to

e increase the FDIC’s line of credit with the United States Treasury in order to provide the FDIC
with additional funds to cover the losses of federally insured banks;

¢ reform the deposit insurance system, including the implementation of risk-based deposit
insurance premiums;

s establish a format for closer monitoring of financial institutions to enable prompt corrective
action by banking regulators when a financial institution begins to experience financial
difficulty;

o establish five capital levels for financial institutions (“well capitalized,” “adequately
capitalized,” “undercapitalized,” “significantly undercapitalized” and “critically
undercapitalized”) that would impose more scrutiny and restrictions on less-capitalized
institutions;

® require banking regulators to set operational and managerial standards for all insured depository
institutions and their holding companies, including limits on excessive compensation to
executive officers, directors, employees and principal stockholders, and establish standards for
loans secured by real estate;

¢ adopt certain accounting reforms and require annual on-site examinations of federally insured
institutions, including the ability to require independent audits of banks and thrifts;

¢ revise risk-based capital standards to ensure that they (a) take adequate account of interest rate

changes, concentration of credit risk and the risks of nontraditional activities, and (b) reflect the
actual performance and expected risk of loss of multi-family mortgages; and
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e restrict state-chartered banks from engaging in activities not permitted for national banks unless
they are adequately capitalized and have FDIC approval.

Further, the FDICIA permits the FDIC to make special assessments on insured depository
institutions in amounts determined by the FDIC to be necessary to give it adequate assessment income to
repay amounts borrowed from the United States Treasury and other sources or for any other purpose the
FDIC deems necessary. The FDICIA also grants authority to the FDIC to establish semiannual assessment
rates on BIF and Savings Association Insurance Fund, commonly known as the SAIF, member banks so as
to maintain these funds at the designated reserve ratios.

Regulations implementing many of the provisions of the FDICIA have been issued by the federal
banking agencies, some of which are described below. Based upon our review of the regulations issued
under FDICIA, the principal effects of FDICIA have been, and are expected to continue to be, increased
regulatory compliance costs and a greater emphasis on capital.

Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994. In September 1994,
Congress enacted the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994. Since
September 1995, bank holding companies have had the right to expand, by acquiring existing banks, into all
states, even those which had theretofore restricted entry. The legislation also provides that a holding
company may convert banks which it owns in different states to branches of a single bank, unless a state has
elected to prohibit such interstate transactions. Illinois has not made this election.

The federal legislation also establishes limits on acquisitions by large banking organizations,
providing that no acquisition may be undertaken if it would result in the organization having deposits
exceeding either 10% of all bank deposits in the United States or 30% of bank deposits in the state in which
the acquisition would occur.

Economic Growth and Regulatory Paperwork Reduction Act of 1996. The Economic Growth and
Regulatory Paperwork Reduction Act of 1996, commonly known as EGRPRA, was signed into law on
September 30, 1996. EGRPRA streamlined the non-banking activities application process for well-
capitalized and well-managed bank holding companies.

Under EGRPRA, qualified bank holding companies may commence a regulatory approved non-
banking activity without prior notice to the Federal Reserve, although written notice is required within
10 days after commencing the activity. Under EGRPRA, the prior notice period is reduced to 12 days in the
event of any non-banking acquisition or share purchase, assuming the size of the acquisition does not exceed
10% of risk-weighted assets of the acquiring bank holding company and the consideration does not exceed
15% of Tier 1 capital. The foregoing prior notice requirement also applies to commencing a non-banking
activity de novo which has been previously approved by order of the Federal Reserve but not implemented
by regulations.

Among other matters, EGRPRA also:

¢ provided for the recapitalization of the SAIF of the FDIC (most of the members of which are, or
were formerly, savings associations or savings banks) in order to bring it into parity with the
BIF of the FDIC;

¢ amended the Federal Fair Credit Reporting Act;

e climinated prior federal regulatory approval requirements for new officers and directors for
recently organized banks and banks that have recently undergone a change of control;
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e amended the laws governing loans to bank insiders to permit them to participate in employee-
wide programs offered by South Pointe Bank; and

e amended laws governing officer and director interlocks among unaffiliated depository
institutions to permit such interlocks under a greater number of circumstances.

Gramm-Leach-Bliley Act. The Gramm-Leach-Bliley Act became law on November 12, 1999,
This major banking legislation expands the permissible activities of bank holding companies by permitting
them to engage in activities, or affiliate with entities that engage in activities, that are “financial in nature.”
Activities that the act expressly deems to be financial in nature include, among other things, securities and
insurance underwriting and agency, investment management and merchant banking. The Federal Reserve
and the Treasury Department, in cooperation with one another, must determine what additional activities are
“financial in nature.” With certain exceptions, the Gramm-Leach-Blilely Act similarly expands the
authorized activities of subsidiaries of national banks.

Bank holding companies that intend to engage in the newly authorized activities must elect to
become “financial holding companies.” Financial holding company status is only available to a bank
holding company if all of its affiliated depository institutions are “well capitalized” and “well managed,”
based on applicable banking regulations, and have a Community Reinvestment Act rating of at least “a
satisfactory record of meeting community credit needs.” Financial holding companies and banks may
continue to engage in activities that are financial in nature only if they continue to satisfy the well
capitalized and well managed requirements. Bank holding companies that do not elect to be financial
holding companies or that do not qualify for financial holding company status may engage only in non-
banking activities deemed “closely related to banking” prior to adoption of the Gramm-Leach-Blilely Act.

The Act also calls for “functional regulation” of financial services businesses in which functionally
regulated subsidiaries of bank holding companies will continue to be regulated by the regulator that
ordinarily has supervised their activities. As a result, state insurance regulators will continue to oversee the
activities of insurance companies and agencies, and the SEC will continue to regulate the activities of
broker-dealers and investment advisers, even where the companies or agencies are affiliated with a bank
holding company. Federal Reserve authority to examine and adopt rules regarding functionally regulated
subsidiaries is limited. The Act repeals some of the exemptions enjoyed by banks under federal securities
laws relating to securities offered by banks and licensing of broker-dealers and investment advisers.

The Gramm-Leach-Bliley Act imposes a new, “affirmative and continuing” obligation on all
financial service providers (not just banks and their affiliates) to safeguard consumer privacy and requires
federal and state regulators, including the Federal Reserve and the FDIC, to establish standards to
implement this privacy obligation. With certain exceptions, the Act prohibits banks from disclosing to non-
affiliated parties any non-public personal information about customers unless the bank has provided the
customer with certain information and the customer has had the opportunity to prohibit the bank from
sharing the information with non-affiliates.

Finally, the Act prevents companies engaged in commercial activities from acquiring savings
institutions, requires public disclosure of any agreements between a depository institution and community
groups regarding the institution’s Community Reinvestment Act record, adopts amendments designed to
modemize the Federal Home Loan Bank System and requires operators of automatic teller machines to
disclose any fees charged to non-customers that use the machines.

Bank Holding Company Regulation

General. We are a registered bank holding company under the Federal Bank Holding Company
Act of 1956, commonly referred to as the BHCA. Under the BHCA, we are subject to periodic examination
by the Federal Reserve and are required to file periodic reports of our operations and such additional
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information as the Federal Reserve may require. In addition, because our principal place of business is in
Ilinois, we are also subject to the requirements of the Illinois Bank Holding Company Act, commonly
referred to as the Illinois BHCA.

Investments and Activities. Under the BHCA, a bank holding company must obtain approval from
the Federal Reserve before: (1) acquiring, directly or indirectly, ownership or control of any voting shares
of another bank or bank holding company if, after such acquisition, it would own or control more than 5%
of such shares (unless it already owns or controls the majority of such shares); (2) acquiring all or
substantially all of the assets of another bank or bank holding company; or (3) merging or consolidating
with another bank holding company. The Federal Reserve will not approve any acquisition, merger or
consolidation that would have a substantially anticompetitive result unless the anticompetitive effects of the
proposed transaction are clearly outweighed by a greater public interest in meeting the convenience and
needs of the community to be served. The Federal Reserve also considers capital adequacy and other
financial and managerial factors in reviewing acquisitions or mergers.

Under the Tllinois BHCA, acquisitions of banks located in llinois also require approval by the
Ilinois Commissioner and are subject to the further requirement that the acquiring bank holding company’s
ratio of total capital to total assets (as calculated under the Federal Reserve’s capital standards) equal or
exceed 7%.

The BHCA also prohibits, with certain exceptions noted below, a bank holding company from
(1) acquiring or retaining direct or indirect ownership or control of more than 5% of the voting shares of any
company which is not a bank or bank holding company and (2) from engaging, directly or indirectly, in any
business other than that of banking, managing and controlling banks or furnishing services to banks and
their subsidiaries, except that bank holding companies may engage in, and may own shares of companies
engaged in, certain businesses found by the Federal Reserve to be closely related to the business of banking
or of managing or controlling banks. Under the Federal Reserve’s current regulations, we would be
permitted to engage in, among other activities, such banking-related businesses as the operation of a thrift,
sales and consumer finance, equipment leasing, the operation of a computer service bureau, including
software development and mortgage banking and brokerage.

Federal legislation also prohibits acquisition of “control” of a bank or bank holding company
without prior notice to certain federal bank regulators. “Control” is defined in certain cases as acquisition of
10% of the outstanding shares of a bank or bank holding company.

Capital Requirements. The Federal Reserve uses capital adequacy guidelines in its examination
and regulation of bank holding companies and banks. If the capital falls below minimum guideline levels, a
bank holding company may be denied approval to acquire or establish additional banks or non-bank
businesses. The Federal Reserve’s capital guidelines establish the following minimum regulatory capital
requirements for bank holding companies: (1) a risk-based requirement expressed as a percentage of total
risk-weighted assets; and (2) a leverage requirement expressed as a percentage of total assets. The risk-
based requirement consists of a minimum ratio of total capital to total risk-weighted assets of 8%, of which
at least one-half must be Tier 1 capital (which consists principally of stockholders’ equity). The leverage
requirement consists of a minimum ratio of Tier 1 capital to total assets of 3%.

The risk-based and leverage standards presently used by the Federal Reserve are minimum
requirements, and higher capital levels may be required if warranted by the particular circumstances or risk
profiles of individual banking organizations. Further, any banking organization experiencing or anticipating
significant growth would be expected to maintain capital ratios, including tangible capital positions (i.e.,
Tier 1 capital less all intangible assets) well above the minimum levels.

Dividends. The Federal Reserve has issued a policy statement concerning the payment of cash
dividends by bank holding companies. The policy statement provides that a bank holding company
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experiencing earnings weaknesses should not pay cash dividends exceeding its net income or which could
only be funded in ways that weakened the bank holding company’s financial health, such as by borrowing.
Also, the Federal Reserve possesses enforcement powers over bank holding companies and their non-bank
subsidiaries to prevent or remedy actions that represent unsafe or unsound practices or violations of
applicable statutes and regulations. Among these powers is the ability to proscribe the payment of dividends
by banks and bank holding companies. In addition to the restrictions on dividends imposed by the Federal
Reserve, the Delaware General Corporation Law permits the Company to pay dividends only out of our
surplus, or if we have no such surplus, out of our net profits for the fiscal year in which the dividend is
declared and/or the preceding fiscal year.

Bank Regulation

General. As a BIF-insured, Illinois-chartered bank, South Pointe Bank is subject to the
examination, supervision, reporting and enforcement requirements of the Illinois Commissioner, as the
chartering authority for Illinois banks, and the FDIC, as administrator of the BIF.

Deposit Insurance. South Pointe Bank’s deposit accounts are insured by the BIF of the FDIC to a
maximum of $100,000 for each insured depositor. Deposit insurance premiums on BIF-insured banks are
based on the perceived risk each bank presents to the BIF and currently range from zero (for banks in the
lowest risk-based premium category) to 27 cents for each $100 of insured deposits (for banks in the highest
risk-based premium category). In addition, all BIF-insured banks currently pay an assessment of 2.08 cents
for each $100 of insured deposits to service debt issued by the Financing Corporation, a federal agency
established to finance the recapitalization of the former Federal Savings and Loan Insurance Corporation.
The FDIC may terminate the deposit insurance of any insured depository institution if the FDIC determines,
after a hearing, that the institution has engaged or is engaging in unsafe or unsound practices, is in an unsafe
or unsound condition to continue operations or has violated any applicable law, regulation, order, or any
condition imposed in writing by, or written agreement with, the FDIC. The FDIC may also suspend deposit
insurance temporarily during the hearing process for a permanent termination of insurance if the institution
has no tangible capital. Our management is not aware of any activity or condition that could result in
termination of South Pointe Bank’s deposit insurance.

Capital Requirements. The FDIC has established the following minimum capital standards for
state-chartered, insured non-member banks, such as South Pointe Bank: (1) a leverage requirement
consisting of a minimum ratio of Tier 1 capital to total assets of 3%; and (2) a risk-based capital requirement
consisting of a minimum ratio of total capital to total risk-weighted assets of 8%, at least one-half of which
must be Tier 1 capital. These capital requirements are minimum requirements, and higher capital levels
may be required if warranted by the particular circumstances or risk profiles of individual institutions.

The FDICIA provided the federal banking regulators with broad power to take prompt corrective
action to resolve the problems of undercapitalized institutions. The extent of the regulators’ powers depends
upon whether the institution in question is “well capitalized,” “adequately capitalized,” “undercapitalized,”
“significantly undercapitalized” or “critically undercapitalized.” Depending upon the capital category to
which an institution is assigned, the regulators’ corrective powers include: (1) requiring the submission of a
capital restoration plan; (2) placing limits on asset growth and restrictions on activities; (3) requiring the
institution to issue additional capital stock (including additional voting stock) or to be acquired;

(4) restricting transactions with affiliates; (5) restricting the interest rate the institution may pay on deposits;
(6) ordering a new election of directors of the institution; (7) requiring that senior executive officers or
directors be dismissed; (8) prohibiting the institution from accepting deposits from correspondent banks;
(9) requiring the institution to divest certain subsidiaries; (10) prohibiting the payment of principal or
interest on subordinated debt; and (11) ultimately, appointing a receiver for the institution.

Dividends. Under Illinois banking law, a bank may declare dividends only out of net profits after
deduction of losses and bad debts, subject to required transfers to surplus if the surplus account is exceeded
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by the capital account. The payment of dividends by any financial institution or its holding company is
affected by the requirement to maintain adequate capital pursuant to applicable capital adequacy guidelines
and regulations.

Insider Transactions. South Pointe Bank is subject to restrictions on extensions of credit to
executive officers, directors, principal stockholders or any related interest of such persons. Extensions of
credit (1) must be made on substantially the same terms, including interest rates and collateral as, and
following credit underwriting procedures that are not less stringent than, those prevailing at the time for
comparable transactions with persons not covered above and who are not employees; and (2) must not
involve more than the normal risk of repayment or present other unfavorable features. South Pointe Bank is
also subject to certain lending limits and restrictions on overdrafts to such persons.

Community Reinvestment Act Requirements. The Community Reinvestment Act of 1977 requires
that, in connection with examinations of financial institutions within their jurisdiction, the federal banking
regulators must evaluate the record of the financial institutions in meeting the credit needs of their local
communities, including low and moderate income neighborhoods, consistent with the safe and sound
operation of those banks. These factors are also considered in evaluating mergers, acquisitions and
applications to open a branch or facility.

State Bank Activities. Under the FDICIA, FDIC-insured state banks are prohibited, subject to
certain exceptions, from making or retaining equity investments of a rate, or in an amount, that are not
permissible for a national bank. The FDICIA also prohibits FDIC-insured state banks and their subsidiaries,
subject to certain exceptions, from engaging as a principal in any activity that is not permitted for a national
bank or its subsidiary, respectively, unless South Pointe Bank meets, and continues to meet, its minimum
regulatory capital requirements and the FDIC determines that the activity would not pose a significant risk
to the deposit insurance fund of which South Pointe Bank is a member. Impermissible investments and
activities must be divested or discontinued within certain time frames set by the FDIC in accordance with
the FDICIA. Based upon a review of the proposed investments and activities of South Pointe Bank, we do
not believe that the foregoing provisions have a material impact on the operations of South Pointe Bank.

Regulations Governing Extensions of Credit. South Pointe Bank is subject to restrictions on
extensions of credit to us or investments in our securities and on the use of our securities as collateral for
loans to any borrowers. These regulations and restrictions may limit our ability to obtain funds from South
Pointe Bank for our cash needs, including funds for acquisitions and for payment of dividends, interest and
operating expenses. Further, under the BHCA and certain Federal Reserve regulations, a bank holding
company and its subsidiaries are prohibited from engaging in certain tie-in arrangements in connection with
any extension of credit, lease or sale of property or furnishing of services.

MANAGEMENT AND SECURITY HOLDER RELATIONSHIPS AND TRANSACTIONS

We expect that South Pointe Bank, and South Pointe Bank of Kentucky if it commences
operations, will make loans from time to time to our officers and directors and officers and directors of
South Pointe Bank and South Pointe Bank of Kentucky and to such individuals’ immediate families and
affiliated companies in which such individuals may have a 10% or more beneficial interest. The loans,
depository relationships and other transactions, however, will be made or established only in the ordinary
course of business of South Pointe Bank and South Pointe Bank of Kentucky and will be on terms
comparable to loans and depository relationships of similar amount and duration to other customers of
South Pointe Bank and South Pointe Bank of Kentucky. No such loans, relationships or transactions will
be made or established which in the opinion of South Pointe Bank’s or South Pointe Bank of Kentucky’s
respective managements will involve more than the normal risk of collectibility or present other
unfavorable features.
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LEGAL MATTERS

We and South Pointe Bank are from time to time a party to various legal actions arising in the
ordinary course of our banking business. There is no proceeding currently pending or threatened against us
or South Pointe Bank which would have a material adverse impact on our business or financial condition.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-looking statements, including or related to our
future results, including certain projections and business trends. Assumptions relating to forward-looking
statements involve judgments with respect to, among other things, future economic, competitive and
market conditions and future business and regulatory decisions, all of which are difficult or impossible to
predict accurately and many of which are beyond our control. When used in this Offering Circular, the
words “estimate,” “project,” “intend,” “believe,” “expect” and similar expressions identify forward-
looking statements. These and other statements, which are not historical facts, are based largely on
management’s current expectations and assumptions and are subject to a number of risks and
uncertainties that could cause actual results to differ materially from those contemplated by these
forward-looking statements. Although we believe that the assumptions underlying these forward-looking
statements are reasonable, any of the assumptions could prove inaccurate, and we may not realize the
results contemplated by the forward-looking statement.

k1Y

In light of the significant uncertainties inherent in the forward-looking information included in
this Offering Circular, you should not regard the inclusion of this information as our representation that
we will achieve any strategy, objectives or other plans. The forward-looking statements contained in this
Offering Circular speak only as of the date of this Offering Circular, and we have no obligation to update
or revise any of these forward-looking statements.
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Seuth Pointe Finansial Corparation
and Subsidlary

Consolidated Balance Sheet (Unaudited)

Saptember 30, 2004

Cash and due from banks
Securitles avaitable for saie
Federat funds soid

Loans
Less allowance for loan lossas
Loans, net

Accrued Interest receivable
Pramises and equipment, net
Real estate neid for investmeant
Fadaral Mome Loan Bank stock
intangible assets, nat

Othar assets

Total Assets

LIABILITIES AND STOCKHOLDERS EQUITY

Demand deposits
NOW accounts
Savingsv
Time depaosits, $100,000 and ovar
Other lime deposits
Total deposits

Federal funds purchasad

Notes payable

Fedaral Home [.oan Bank advances
Subordinated dabentures

Agccrued interest payabie

Other liabilitlag

Tota! liabilitles

Commmitments and contingencies

Stockholders' equity:
Commeon stock - $1 par value, 1,000,000 authorized, 568,020 issued
Capital surplug
Treasury stock - 10,865 shares at cost
Retained earnings
Accumulated other comprehansive income
Total stockholders’ equity

Total Liabilities and Stockholdars' Equity

F-1

$ 3,207,082
57,680,937
£.238,000

115,645,678

(1,150,519)

114,495,358

§42,506
6,359,418
229,165
4,318,800
772,361

1,747,688

$ 185,989,266
N

S 11,309,003
46,563,195
31,421,772
15,360,253
40,857,741

154,512,054

1,100,000
1,080,000
22,400,000
4,000,000
356,687
702,736

184,151,477

668,020
7,344,387

(176,385)
4,127,791

{(126,034)

11,837,789

$ 195,989,266




South Pointe Financtal Corporation

and Subsidiary

Cansolidated Statements of incorne (Unaudited)
For the nine months ended September 30, 2004 and 2003

Interest and dividend income;
interest and fees on lcans
Interest on federal funds sold

interest and dividends on investment securities

Interast on interest-bearing deposits
Total interest and dividend income

interest expeanse:

interest on deposits

Interest on borrowed funds and ather
Total interest expense
Net interest and dividend income

Provision for loan losses
Neat interest and dividand income after
provision for loan iosses

- Other incoma:
Service charges on deposit accounts
Gain on sale of loans
Net realized gain on sale of securitiss
© Other operating income
Investment and insurance commissions
Total other income

Qther expense:;
Salaries
Employes benefits
Occupancy and equipment expense
Data processing
Core deposit amortization
Other expenses
Tota!l other expenses

Incamae before income taxes
Income tax expenss

Net income
Net income per share of common stock

Averages shares outstanding

F-2

2004 2003
$ 5,304,525 $ 4,631,435
50,660 50,033
1,903,352 1,694,653
2,577 10,753
7.261.114 6,086,774
2,129 958 2,159,268
644 066 337,893
2.774.024 2497161
4,467,080 3.789.613
298,205 252,000
4,188 885 3,537,613
424,606 363,251
81,935 410,421
164242 266,540
376,647 204,265
101,164 154,136
1,148,594 1,398,613
1,614,784 1,279.975
512,005 369,593
565,170 510,264
225579 175,398
163,014 163,014
918,310 846.049
3.998,862 3,344,293
1,338,617 1,561,033
307,863 350,000
$ 1,030,954 $ 1,241,933
$ 1,57 $ 1.90
656,269 653.392
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South Pointe Financial Corporation
and Subsidiary
Consolidated Statements of Stockholders' Equity
For the nine months ended September 30, 2004

Accumulated

Qther
Comman Capital Treasury Retained Comprehensive
Total Stock Surplus Stock Earnings Income
Balance, December 31, 2003 $ 10,857,113 8 666,320 $ 7,322,287 3 (176,385) 3 3,086,837 & (51,956)
Comprehensive income:
Net income 1,030,954 1,030,954
Other comprehensive income,
net of tax )
Unrealized losses on securities
available for sale arising during
the period, net of $19,104 tax (30,107)
Reclassification adjustment for
net gain included in net income,
net of $27,300 tax (43.971)
Other comprehensive income, net of
$47,004 tax (74.078) {74,078)
Comprehensive income 956,876
Issuance of 1,700 shares
of common stock 23,800 1,700 22,100
Balance, September 30, 2004 $ 11,837,788 % 668,020 § 7344397 $ (176,385) § 4127781 § (126,034)
F-3




South Pginte Financial Corporation

and Subsidiary

Consolidated Statements of Cash Flows (Unaudited)
For the nine months endead Saptember 30, 2004 and 2003

Cash flows from operating activities:
Net Income

Adjustments o reconcile net income to net cash from operating activities

Depreciation

Net amortizaticn (accretion) on securities

Amortization

Provision for toan losses

Net securities gain

Net gain on sale of loans

Proceeds from sale of loans held for sale

Origination of loans held for sale

Change in accrued interest receivable and othear assets

Change in accrued interest payable and other liahilities
Net cash from operating activities

Cash flows from investing activities:
Securities available for sale:
Purchases
Sales proceeds
Principal payments, maturities, and calls
Ns! (increase) decrease in loans receivabie
Purchase of premises and equipment
Purchase of Federal Home Loan Bank stock
Proceeds for sale of Federal Home Loan Bank stock
Net increase in federal funds sold
Net cash used by investing activities

Cash flows from financing activities:
Net increase in demand deposits, savings, and NOW accounts
Net decrease in time deposits
Net increase in Federal Home Loan Bank advances
Net decrease in federal funds purchased
Repaymsnt of debt
Proceeds from issuance of common stock
Purchase of treasury stock
Net cash provided by financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at January 1

Cash and cash equivalents at Juns 30

F-4

2004 2003
$ 1,030,854 $ 1,241,933
274,687 241,792
92,770 262,948
163,013 163,014
288,205 252,000
(164,242) (266,540)
(81,935) (316,213)
6,325,893 15,854,878
(6,243.958) (15,538,665)
150,325 27,931
(68,441) (692,171)
1,786,271 1,230,807
(21,362,658) (37.702,233)
12,403,893 6,410,681
12,289,227 14,584,534
(30,5660,321) 683,961
(1,001,684) (936,851)
- (2,000,000)
1,000,000 -
{1,400,000) (1,062,000)
(28,631,541) {20,021,908)
25,242,855 11,992,289
(6,257,188) (24,627)
10,400,000 5,500,000
(2,400,000) oo
(408,416) -
23,800 108,598
- (57.239)
26,601,051 17,619,022
(244,219) (1,271,979)
3,451,251 4 526,315
$ 3,207,032 $ 3,254,336




South Painte Financial Corporation
and Subsidiary
Notes to Consclidated Financial Statements {Unaudited)
September 30, 2004 and 2003

Management represents that all adjustments to these interim consolidated financial statements are of a
normal and recurring nature.
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Independent Auditors' Report

February 12, 2004

The Board of Directors
South Pointe Financial Corxrporation

Carbondale,
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B18-243-2566 Fax D44-2372

2710 Mol Street
Mt. Yernon, Iinois 62864
613-2432-3406 Fax T4Z-3407

181 Zast 5t. Louls
Mashville, llincis 52263
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Eldorado, illinois 52930
613-273-3214 Fax 273-3077
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7.Q. 3ox 308

Fairfleid, Ilinois 62837
618-3424840 Tax 244-2372

We have audited the accompanying consolidated balance sheets of South

Pointe Financial Corporation as of December 31,
related consolidated statements of income,
cash flows for the years then ended.

stockholders'
These consolidated financial

2003 and 2002, and the
equlity, and

statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally

accepted in the United States of America.

Those standards require that

we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the

amounts and disclesures in the financial statements.

an audit also

includes assessing the accounting principles used and significant

estimates made by management,
financial statement presentation.

reasonable basis for our opinion.

In our opinion,
present fairly,
South Pointe Financial Corporation as of December 31,

as well as evaluating the overall
We believe that our audits provide a

the consclidated financial statements referred to above
in all material respects, the financial position of

2003 and 2002, and

the results of their operations and their cash flows for the years then
ended in conformity with accounting principles generally accepted in the
United States of America.

Keenpel. 7z /45594/,:725, LLC

MEMBERS AMERICAN (NSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, ILLINOIS CPA SOCIETY
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SCUTH PCINTE FINANCIAL CORFCRATION
CONSOLIDATED BALANCE SHEETS
December 31, 2002 and 2002

2003 2002
ASSETS

Cash and due from banks S 3,451,251 S 4,526,315
Securities available for sale 61,056,771 43,587,073
Federal funds sold 4,838,000 7,788,000
Loans 85,678,645 79,271,029

Less allowance for loan losses (1,017,125) (917,327)
Loans, net 84,661,520 78,353,702
Accrued interest receivable 866,790 769,500
Premises and equipment, net 5,632,421 4,530,679
Real estate held for investment 229,165 229,165
Federal Home Loan Bank stock 5,316,800 2,316,800
Intangible assets, net 935,374 1,152,726
Cther assets 1,511,688 923,743
Total Assets ‘ $168,499,780 $144,177,703

LIABILITIES AND STOCKHOLDERS' EQUITY

Demand deposits $ 10,416,205 S 8,552,464
NOW accounts 32,846,922 23,671,152
Savings 20,688,078 19,102,910
Time deposits, $100,000 and over 17,943,899 16,865,300
Other time deposits 53,531,283 52,941,615
Total deposits 135,526,387 121,133,441
Federal funds purchased 3,500,000 -0-
Notes payable 1,488,416 1,488,416
Federal Home Loan Bank advances 12,000,000 6,500,000
Subordinated debentures 4,000,000 3,878,000
Accrued interest payable 422,926 404,790
Othexr liabilities 704,938 982,841
Total liabilities 157,642,667 134,387,488

Commitments and contingencies

Stockholders' equity:
Common stock - $1 par value, 1,000,000
authorized, 666,320 and 657,140 issued

at December 31, 2003 and 2002 666,320 657,140
Capital surplus 7,322,297 7,222,878
Treasury stock, 10,865 and 7,873 shares,

at December 31, 2003 and 2002, at cost (176,385) {118,095)
Retained earnings 3,096,837 1,740,836
Accumulated other comprehensive income (51,956) 287,456

Total stockholders' equity 10,857,113 9,790,215

Total Liabilities and Stockholders' Equity $168,499,780 $144,177,703

The accompanying notes are an integral
part of the consolidated financial statements.
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SOUTH POINTE FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF INCOME

Years ended December 31,

2003 2002
Interegst and dividend income:
Interest and feeg on loans $6,003,441 S$6,764,715
Interest on federal funds sold 62,081 78,510
Interest and dividend on
investment securities 2,246,913 1,582,942
Interest on interest-bearing deposits 10,519 -0-
Total interest and dividend income 8,322,954 8,436,167
Interest expense:
Interest on deposits 2,749,501 3,524,861
Interest on borrowed funds and other 556,451 383,476
Total interest expense ' 3,305,952 3,908,337
Net interest and dividend income 5,017,002 4,527,830
Provision for loan losses 412,000 424,000
Net interest and dividend income
after provision for loan losses 4,605,002 4,103,830
Other income: .
Service charges on deposit accounts 496,634 389,421
Gailn on sale of loans 332,915 188,92¢
Net realized gain on sale of securities 336,485 136,498
Other operating income 518,507 -495,959
Investment and insurance commissions 202,582 124,555
Total other income 1,887,123 1,335,359
Other expense:
Salaries 1,780,723 1,453,838
Employee benefits 514,342 387,065
Occupancy and equipment expense 717,908 639,862
Data processing 281,045 237,111
Core deposit amortization 217,352 217,351
Other expenses 1,085,182 828,627
Total other expenses 4,606,553 3,763,855
Income before income taxes 1,885,572 1,675,334
Income tax expense 431,260 389,824
Net income 51,454,312 $1,285,410
Net income per share of common stock s 2.22 S 1.98
Average shares outstanding 653,917 648,885

2003 and 2002

The accompanying notes are an integral
part of the consolidated financial statements.
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SCUTH POINTE PFINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
Years ended December 31, 2003 and 2002

Accumulated

Other
Common Capital Treasury Retained Comprehensive
Total Stock Surplus Stock Earnings Income
Balance, December 31, 2001 $ 8,107,587 $656,320 $7,212,218 $(118,095) $§ 533,338 $(176,194)
Comprehensive income:
Net income 1,285,410 1,285,410
Other comprehensive income,
net of tax
Unrealized gains on securities
available for sale arising
during the period, net of
$292,807 tax 458,308
Reclassification adjustment for
net loss included in net' income,
net of $3,378 tax 5,342
Other comprehensive income, net of
$286,185 tax 463,650 463,650
Comprehensive income 1,749,060
Cash dividend paid
$0.12 per share (77,912) (77,912)
Issuance of 820 shares
of common stock 11,480 820 10,660
Balance, December 31, 2002 8,790,215 657,140 7,222,878 (118,095) 1,740,836 287,458
Comprehensive income:
Net income 1,454,312 1,454,312
QOther comprehensive income, net
of tax
Unrealized losses on securities
available for sale arising
during the period, net of
$161,302 tax {255, 063)
Reclassification adjustment for
net gain included in net income,
net of $53,337 tax (84,343)
Other comprehensive income, net of
$214,639 tax (339,412) ({339,412)
Comprehensive income 1,114,900
Cash dividend paid $0.15 per share (98,311) (98,311)
Issuance of 9,180 shares
of common stock 108,589 9,180 99,419
Acqguisition of treasury stock (58,290} {58,290)
Balance, December 31, 2003 $10,857,113 $666,320 $7,322,297 $(176,385) $3,096,837 S (51,9S8)

The accompanying notes are an integral
vart of the consolidated financial statements.
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SOUTH POINTE FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,

Cash flows from operating activities:
Net inccme
Adjustments tc reconcile net income to
net cash from cperating activities
Depreciation
Net amortization (accretion) on securities
Amortization
Provisicn for loan losses
Provision for deferred income taxes
Net securities gain
Net gain on sale of loans
Proceeds from sale of loans held for sale
Origination of loans held for sale
Change in accrued interest receivable
and other assets
Change 1in accrued interest payable and other
ligbilities
Net cash from operating activities

Cash flows from investing activities:
Securities available for sale:
Purchases
Sales proceeds .
Principal payments, maturities, and calls
Net increase (decrease) in loans receivable
Purchase of premises and equipment
Purchase of Federal Home Loan Bank stock
Net decrease (increase) in federal funds sold
Net cash used by investing activities

Cash flows from financing activities:
Net increase in demand deposits, savings,
and NOW accounts
Net increase (decrease) in time deposits
Net increase in Federal Home Loan Bank advances
Net increase in federal funds purchased
Repayment of debt
Issuance of subordinated debentures
Cash dividends paid
Proceeds from issuance of common stock
Purchase of treasury stock

Net cash provided by financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental disclosures

Interest paid

Income taxes paid

Transfers from loans to other real estate

2003 and 2002

2003

2002

$ 1,434,312

$ 1,285,410

333,905 310,128
305,857 158,087
244,292 230,051
412,000 424,000
23,410 {54,539)
(336,485) (136,498)
(332,919) (188, 926)
26,751,556 19,740,071
(26,418,641) (19,551, 145)
{198,228) (288,538)
(139,984) 391,026
2,089,079 2,319,127
(44,080,833) (43,635,895)
9,856,317 8,675,380
16,231,485 13,148,073
(7,040,318} 4,224,387
(1,435,647} (187,468)
(3,000,000) (1,984,400)
2,950,000 (3,856,127)
(26,519,086) (23,716,040)
12,724,679 18,969,996
1,668,266 (5,303, 645)
5,500,000 4,000,000
3,500,000 -0-
-0- (778,584)

-0- 3,865,300
(98,311) (77,912)
108,599 11,488
(58,230) -0-
23,344,843 20,686,635
{1,075,064) {710,278)
4,526,315 5,236,593

$ 3,451,251

S 4,526,315

S 3,287,816

S 808,025

$ 3,978,173

3 320,500

$ 22,200
$ 140,401

The accompanying notes are an 1lntegral
part of the financial statements.
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Note 1.

SOUTH POINTE FINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Consolidation - The consolidated financial statements include
the accounts of South Pointe Financial Corporation (the
Company) and its wholly-owned subsidiaries, South Pointe Bank
(the Bank). All significant intercompany accounts and
transactions have been eliminated in the accompanying
consolidated financial statements.

Business - The Company, through its subsidiary, provides a full
range of banking services to individual and corporate customers
through its facilities in Carbondale, Marion, Benton,

Mt. Vernon, and Johnston City, Illinois. The Bank is subject
to competition from other financial institutions and
nonfinancial institutions providing financial products and
services. Additionally, the Company and the Bank are subject
to the regulations of certain regulatory agencies and undergoes
periodic examinations by those regulatory agencies.

Basis of Financial Statement Presgentation - The consolidated
financial statements have been prepared in conformity with
accounting principles generally accepted in the United States
of America. In preparing the consolidated financial
statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and
liabilities as of the date of the balance sheet and revenues
and expenses for the periocd. Actual results could differ
significantly from those estimates.

Material estimates that are particularly susceptible to
significant change in the near term relate to the determination
of the allowance for loan losses. In connection with the
determination of the allowance for loan losses, management
obtains independent appraisals for significant properties.

Management believes that the allowance for loan losses 1is
adequate. While management uses availlable information to
recognize such losses, future additions to the allowance may be
necessary based on changes ih economic conditions. In
addition, various regulatory agencies, as an integral part of
their examination process, periodically review the Bank's
allowance for losses. Such agencieg may require the Bank to
recognize additions to the allowance based on their judgements
about information available to them at the time of their
examination.

Cash and Cash Eguivalents - For purposes of the consolidated
statement of cash flows, the Company considers due from bank
accounts to be cash equivalents.
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Federal Tunds 3014 The Bank loans excsss casn To cthex
financial institutions with a maturity of one businsss dav.
Facderzl funds sold fluctuate based upon inflows and outflows of
banking transactions

Securities - Sescurities classified as available for sale
include debt securities that the Bank intends tc hold for an
indefinite period of time, but not necessarily to maturity, and
equity securities Securities available for sale are carried
at fair valus The diffesrence between fair value and amortized
cost, cost adjusted for amortization of premium and accration
of discounts, computed by using methods approximating the
intersst method over theilir contractual lives, results in an
unrealized gain or loss. Unrealized gains or losses are
reported as 1ncreases or decrsases in accumulated other

comprehensive income, net of the relataed deferred tax effect,
as a part of stockholder's equity. Gailns or losses from the
sale of securities are determined using the specific
identification method and are included in earnings.

Federal Home Loan Bank stock is carried at cost.

Loans - Loans are stated at the principal balance outstanding,
net of the allowance for loan losses. Loans are placed on
nonaccrual status at the time the loan is 90 days delinguent
unless the credit is well-secured. Interest income on
nonaccrual loans 1s recognized only to the extent of interest
payments received.

The allowance for locan logses is maintained at a level . which,
in management's judgment, is adegquate to absorb credit losses
inherent in the loan portfolio. The amount of the allowance is
based on management's svaluation of the collectibility of the
loan portfolio, including the nature of the portfolio, credit
concentrations, trends in historical loss experience, specific
impaired loans, and economic conditions. The allowance 1is
increased by a provision for loan losses, which is charged to
expense, and reduced by charge-offs, net of recoveries.

Mortgage Banking - The Bank originates and sells residential
mortgage loans into the secondary market with servicing
retained. Generally, such lcocans are sold at origination.

Servicing rights are recognized as assets for the allocated
value of retained servicing rights on loans sold. Servicing
rights are expensed in proportion to, and over the period of,
estimated net servicing revenues. Impairment is evaluated
based on the fair value of the rights. Any impairment is
reported as a valuation allowance.

Loan servicing income is recorded as principal payments are
collected and includes servicing fees from investors and
certain charges collected from borrowers, such as late payment
fees. Costs of loan servicing are charged to expense as
incurred.

Premises and Eguipment - Depreciation and amortization are
provided over the estimated useful lives of the respective
assets. All premises and equipment ars recorded at cost and
are depreciated on the straight-line method.
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Other Real Estate Owned - Real estate propertiss acguirse
through or in lieu of loan foreclosure are initially racorded
at the lower of the Bank's carrying amount or fair value less
estimated selling cost at the date of foreclosure. Any write-
dewns based on the asset's fair value at the date of
acquisition are charged to the allowance for lcocan losses.

After foreclosure, these assets are carried at the lower of
their new cost basis or fair value less cost to sell. Costs of
significant property improvements are capitalized, whereas
costs relating to holding property are expensed. Valuations
are periodically performed by management, and any subseguent

" write-downs are recorded as a charge to operations, if
necessary, to reduce the carryving value of a property to the
lower of its cost or fair wvalue less cost to sell. Other real
estate owned amounted to $382,900 and $280,383 at December 31,
2003 and 2002, and are included in other assets. ’

Federal Funds Purchased - The Bank borrows cash from other
financial institutions with a maturity of one business day.
Federal funds purchased fluctuate based on the inflows and
outflows of banking transactions.

Income Taxes - The Company files a consolidated income tax
return which includes the operations of the Bank. A tax
expense 1s allocated to the Bank by the Company on a basis
czalling for tax payments as if the Bank were filing a separate
return. Provisions for income taxes are based on the tax
effects of transactions which are included in the determination
of pretax accounting incowme.

The Bank uses the asset and liability method of accounting for
income taxes. Under the asset and liability method, deferred
income taxes are recognized for the tax consequences of
"temporary differences" by applying enacted statutory tax rates
applicable to future years to differences between the financial
statement carrying amounts and the tax bases of existing assets
and liabilities. The effect on deferred taxes of a change in
tax rates is recognized in income in the period that includes
the enactment date.

Reclassifications - Certain reclassifications have been made to
the balances as of December 31, 2002, with no effect on net
income, to be consistent with the classifications adopted for
December 31, 2003.

Adorvtion of New Accounting Standards - During 2003, the Company
adopted FASB Interpretation 46, Consolidation of Variable
Interest Entities. Interpretation 46, as revised in December
2003, changes the accounting model for consolidation from one
based on ccnsideration of control through voting interests.
Whether to consolidate an sntity will now also consider whether
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Chat enCify nas suifficisnt sguity at risk to enaple 1t to
operate without additional financial support, whether the
equity owners in that entity lack the obligation to absorb
expected losses or the right to receive residual returns of the
entity, or whether votilng rights in the entity are not
proportional to the eguity intersst and substantially all the
entity's activities are conducted for an investor with few
voting rights rdoption of the new standards did not
materially affect the Companv's opserating results or financial
condition.
Note 2. SECURITIES AVAILABLE FOR SALE
The amortized cost and estimated fair values of securities
available for sale at December 31, 2003 and 2002, are as
follows:
2003
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
, Cost Gains Losses Value
Debt securities:
U. S. Government
agencies and
corporations $ 4,991,747 S 51,414 S 15,452 $ 5,027,709
Mortgage-backed S
securities 32,704,088 138,433 173,461 32,669,060
State and
political
subdivisions 21,445,748 384,424 10%.0¢C0 21,721,172
Total debt
securities 539,141,583 574,271 297,913 59,417,941
Marketable equity
securities 2,000,000 -0- 361,170 1,638,830
Total securities $61,141,583 5574,271 $§659,083 $61,056 771
2002
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Debt securities:
U. 8. Government
agencies and
ccrporations S 2,499,338 $ 83,248 S -0- $ 2,582,586
Mortgage-backed
securities 23,622,276 314,125 -0- 23,936,401
State and
political
subdivisions 14,996,220 206,955 28,941 15,174,234
Total debt
securities 41,117,834 614,328 28,941 41,703,221
Marketable equity
securities 2,000,000 -0- 116,148 1,883,852
Total securitiss $43,117,834 $614,323 $145,089 543,587,073
Proceeds from sales of securities available for sale during
2003 and 2002 were $9,856,317 and $8,675,390, respectively.
Gross gains and gross losses of $338,723 and $2,238,
respectively, 1in 2003 and $137,497 and $9%89, respectively, in
2002 were realized on those gales.




Note 3.

Carrying valus Of sscouritiss availapbls Zor sale piledged to
secure depcsits and for othsr purposes was $5,970,310 and
$7,421,8569 at December 31, 2003 and 2002, respectively.

The amcrtized cost and estimated fair value of debt securities
available for sale at December 31, 2003, by contractual
maturity ars shown below Expected maturities will differ from
contractual maturities because borrcwers may have the right to
call or prepay obligations

Amcortized Estimated
Cost Fair Value

Due 1n cne ysar or less -0~ S -0-
Due after one year through five years 3,547,602 3,586,997
Due after five years through

ten years 4,118,633 4,152,757
Due after ten vears 18,771,260 15,009,127
Mortgage-backed securities 32,704,088 32,669,060

$59.,141,583

559,417,941

Securities with unrealized losses at year end 2003 not

recognized in income are as follows:
Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized

Descrivotiogn of Securities Fair Value Loss Fair Value LOSS Fair Value Loss
U. 8. Government agencies

and corpeorations $ 1,475,295 $ 15,452 § -0- § -0- $ 1,476,295 § 15,452
Mortgage backed '

securities 15,515,698 173,461 ~-0- -0- 15,615,689 173,461
State and political

subdivisions 5,839,506 108,035 161,242 965 6,000,748 109,000
Marketable eguity

securities -Q- -0~ _1,638,830 3g1,17¢ 1,638,830 361,170
Total temporarily )

impaired $22,931.500 $236.948 $1,800,072 35362,135 $24,731,572 5659, 083

Unrealized losses

credit quality,

for the foregeeable future,

on the above sgecurilties have not been
recognized into income because the investments are of high

largely due to increase in market interest rates.
value 1s expected to recover as the investments approach their

maturity date,

market rates decline.

Loans receivable at December 31,

as follows:

interest rates on investments reprice,

‘LOANS AND ALLOWANCE FOR LOAN LOSSES

2003 and 2002,

management has the intent and ability to hold
and the decline in fair value is

The fair

and/or

are summarized

2003 2002
Commercial $ 9,965,879 $11,213,501
Ccmmercial real estate 40,316,255 38,194,567
Residential real estate 31,267,410 24,881,498
Consumer and installment 3,886,362 4,575,323
Other 242,739 406,140
585,678,645 579,271,029

In the normal course of business,

the Bank makes locans to its”

directors and officers on substantially the same terms,
including interest rates and collateral, as those prevailing at
the time for comparable transactions with other borrowers.
Loans to directors and officers totaled $4,785,546 and
$5,755,524 at December 31, 2003 and 2002, respectively.
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Note

Tyransactions 1l Chs ailowancse oy loan lossses for the vears
ended Dszcamber 31, 2003 and 2002, follows
20063 2002
Balance - beg;rnlnc of vyear S 917,327 S 832,743
Provision charged Lo operating sxpense 412,000 424,000
Loan charge-offs (437,862) (362,550)
Loan resccveries 125,660 23,134
Balance - ending of year $1.,017,125 5 917,327
The following table presents data on impaired loans at
December 21, 2003 and 2002, as follows:
20083 2002
Impaired loans for which an allowance
has been provided S 285,892 § 784,232
Impairad loans for which no allowance
has been provided -0- 56,352
Total loans determined to be impaired §_ 285,892 S 840,634
Allowance for loan loss for impaired
loans included in the allowance for
locan losses S 100,000 S 200,000
Average recorded investment in
impaired loans S 619,780 § 545 434
Interest income recognized from
impaired loans S 30,105 S 27,957
Cash basis interest income
recognized from impaired loans S 30,450 S 29,241
Nonperforming loans at December 31, 2003 and 2002, follows:
2003 2002
Loans past due over 90 days still
orn accrual $§1,220,848 $1,021,941
Nonaccrual loans $1,131,158 $1,473,134
Substantially all residential mortgage loans are pledged as
collateral for Federal Home Loan Bank advances. See Note 6 for

additional information.

Mortgage loans serviced for others are not included in the

balance sheets. The unpaid principal balances of

mortgage

loans serviced for others were $41,890,117 and $28,137,063 at

December 31, 2003 and 2002, respectively. Servicing assets
were $5207,464

and $156,956 at December 31, 2003 and 2002, respectively.

related to these loans, included in other assets,

BANK PREMISES AND EQUIPMENT

A summary of Bank premises and equipment at December 31, 2003
and 2002, follows:
2003 2002

Land S 711,677 S 598,792
Buildings and improvements 4,529,986 3,662,251
Furniture, fixtures, and equipment 1,786,802 1.572.,428

7,028,465 5,833,472
Less accumulated depreciation 1,396,044 1,302,794

S5,632,421 S4 ,530,678
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Depreciacion charged to occupancy
$333,905 and $310,128 for the year
and 2002, respectively
DEPOSITS

2003,

At Decembexr 31,
for the next five vears were
2004

2005

2006

2007

2008 and thereafter

FEDERAIL, HOME LOAN BANK

the gchedulad maturities

or

as follows:

ADVANCES

time deposits

$41,584,818

28,059,385
623,074
818,569
388,326
475,182

S71.,

The Bank has outstanding advances from the Federal Home Loan

BRank (FHLB) at Decamber 31,

2Advance issusd September 16,
matures September 16, 2008,
fixed rate of 5.02%

Advance issued April 11, 2002
matures April 11, 2005, at a
fixed rate of 3.06%

Advance issued January 11, 20
matures January 11, 2005, at
fixed rate of 2.57%

Advance issued September 18,
matures September 20, 2004,
fixed rate of 1.54%

Advance issued September 18,
matures September 19, 2005,
fixed rate of 2.11%

Advance issued September 18,
matures September 18, 2006,
fixed rate of 2.82%

Advance issued September 18,
matures September 18, 2007,
fixed rate of 3.39%

Advance issued September 18,
matures September 18, 2008,

fixed rate of 3.81%

2003 and 2002,

1598,
at a

4

0z,
a

2003,
at a

2003,
at a

2003,
at a

2003,
at a

2003,
at a

as follows:

2003 2002

$ 1,500,000 $1,500,000
2,000,000 2,000,000
3,000,000 3,000,boo
1,100,000 ~0-
1,100,000 ~0-
1,100,000 ~0-
1,100,000 -0-
1,100,000 -0-

$12.000,000

36,500,000




Note 7.

Note 8.

Annual principal payments for FHLE advancss at December 31,
2003, ares as follows:

2004 $ 1,100,000
2008 6,100,000
2006 1,100,000
2007 1,10C,000
2008 2,600,000

$12,000,000

reguire the
collateral.
event of

The tzarms of the security agreement with the FHLB
Bank to pledge qualifying first mortgage loans as
Advances are subject to possible penalties in the
prepayment.

NOTES PAYABLE

The Company has notes payable at December 31, 2003 and 2002, as
follows:

2003 2002

Note payable, due May 6, 2004,
bearing interest at prime rate,
secured by the Bank's stock S 844,208 S 844,208

Note pavable, due May 6, 2004,
bearing interest at prime rate,
secured by the Bank's stock

644,208 644 208

SUBORDINATED DEBENTURES

the Company issued $4,000,000 of Floating
Rate Capital Securities (Trust Preferred Securities) through
South Pointe/Blue Heron Capital Trust 1 (Trust), a trust formed
by the Company. The proceeds of the offering were loaned by
the Trust to the Company in exchange for subordinated
debentures with terms that are similar to the Trust Preferred
Securities and represent the sole asset of the Trust. Issuance
costs of $134,700 paid from the proceeds are being amortized
over the first five years of the securities. The Company has
guaranteed that the Trust will make distributions to the
holders of the Trust Preferred Securities if the Trust has
available funds to make such distribution. Interest on the
subordinated debentures is payable quarterly in arrears at the
annual rate (adjusted quarterly) of three-month LIBOR plus
3.65%, and is included in interest expense. The annual rate

On July 11, 2002,

cannot exceed 12.5% prior to July 11, 2007.
The Trust Preferred Securities, which mature July 11, 2032, are
subject to mandatory redemption, in whole or in part, upon

repayment of the subordinated debentures at maturity or their
earlier redemption at the ligquidation preference. The
subordinated debentures are redeemable prior to the maturity
date at the option of the Company on or after July 11, 2007, at
their principal amount plus accrued interest. The subordinated




Note 9.

from TimE To
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depenturss are alsc redeemalble in whole Or in part

time, upon the cccurrence of specific events defined within the
trust debenture The Company has the option to defer
distributicns on the subordinated debentures from time to time
for a period not to exceed 20 consecutive guarters.

Prior to 2003, the Trust was consolidated in the Company's
financial statsments, with the Trust Preferred Securities

issued by the Trust reported in liabilities as "guaranteed
preferred beneficial interests in Corporation's subordinated
debentures"” and the subordinated debentures eliminated 1in
consolidation. Under new accounting guidance, FASB
Interpretation No. 46, as revised in December 2003, the Trust
is no longer consolidated with the Company. Accordingly, the
Company does not repcrt the securities issued by the Trust as
liabilities, and instead reports as liabilities the
subordinated debentures issued by the Company and held by the
Trust, as these are no longer eliminated in consolidation.
Amounts previously reported as '"guaranteed preferred beneficial
interests in Corporation's subordinated debentures" in
liabilities have been recaptioned '"subordinated debentures" and
continue to be presented in liabilities on the balance sheet.
The effect of no longer consolidating the Trust does not
significantly change the amounts reported as the Company's
assets, liabilities, egquity, or interest expense.

OTHER FINANCIAL INSTRUMENTS, COMMITMENTS, AND CONTINGENCIES

The Bank is a party to financial instruments with off-balance-
sheet risk in the normal course of business to meet the
financing needs of its customers. These financial instruments
include commitments to extend credit and standby letters of
credit. Those instruments involve, to varying degrees,
elements of credit risk in excess of the amount recognized in
the balance sheet. The contractual amounts of those
instruments reflect the extent of involvement the Bank has in
particular classes of financial instruments.

The Bank's exposure to credit loss in the event of
nonperformance by the other party to the financial instrument
for commitments to extend credit and standby letters of credit
written is represented by the contractual amount of those
instruments. The Bank uses the same credit policies in making
commitments and conditional obligations as it does for on-
balance-sheet instruments.

-The contractual amocunt of financial instruments whose

contractual amount represents credit risk at December 31, 2003
and 2002, follows:

Contract Amount

2003 2002
Commitments to extend credit $15,220,409 510,813,450
Letters of credit 5458,640 §374,963

Commitments to extend credit are agreements to lend to a
customer as long as there is no violation of any condition
established in the contract. Standby letters of credit are
conditional commitments issued by the Bank to guarantee the
performance of a customer to a third party. Commitments and
standby letters of credit generally have fixed expiration dates
or other termination clauses and may require payment of a fee.
Since certain of the commitments and letters of credit are
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Note 10.

expected TO €xXpire without beling drawn upon, the total
commitment amounts do not necessarily represent future cash
raguiraments. The Bank evaluates sach customer's cradit-
worthiness on a case-by-case basils. The amount of collateral
obtained, 1if deemed necessary by the Bank upon extsension of
credit, is based on managemenL’Q credit evaluation of the
customer. Collateral held varies but may include accounts

recelvable, inventory, property, plant and eguipment,
investments in debt securities, deposits of financial
institutions, residential real estate, and income-producing
commercial properties.

The Bank primarily serves customers located in Carxbondale,
Marion, Benton, Mt. Vernon, and Johnston City, Illinois and
surrounding areas. As such, the Bank's lcans, commitments and
standby letters of credit have been granted to customers in
that area. Concentration of credit by type of loan is
presented in Note 3.

The Bank leases facilities in Mt. Vernon, Illinois under an
operating lease with a five year term. Rent expense under this
lease totaled $50,000 in both 2003 and 2002. At December 31,
2003, future minimum lease payments were as follows:

2004 ‘ : $51,300
2005 $52,500
2006 $53,700
2007 $54,900
2008 ‘ _ $51,333

INCOME TAXES

The composition of income tax expense for the years ended
December 31, 2003 and 2002, follows:

2003 2002
Current income taxes $407,850 $444,463
Deferred income taxes (benefit) 23,410 (54,539)
Total income tax expense $431,260 5389,924

Temporary differences between the financial statement carrying
amounts and tax bases of assets and liabilities that give rise
to significant portions of the net deferred tax asset at
December 31, 2003 and 2002, follows:

2003 2002
Deferred tax assets:
Allowance for loan losses $287,306 $269,243
Securities available for sale
market valuation 32,856 -0-
Intangible assets : 155,164 130,769
Cther 7,216 27,128
Total deferred tax assets 486,542 427,140
Deferred tax liabilities
Securities available for sale market
valuation -0- 181,783
Tax depreciation in excess of
book depreciation 177,874 127.918
Total deferred tax liabilities 177,874 309,701
Net deferred tax asset S308,668 $117,439
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noomeE Taxn sigenss, computbs VAo ne 2fT
fedaral statutory income tax rate cf 34% t©o befcrs
incoms tfax a2xgsenss, 13 rzconcilad £o actuzal taxes as
Loiliows:
2003 2002
Ceomputed "expected" income fax expensea S 541,052 S 565,614
Decrease 1n taxes rssulting from tax-
exemplt intersst and dividend income (257,213} (155%,54¢4)
Decrease in Caxas resulting from loan
servicing right income, net (17,173) (53,365)
State income tax, net of federal ,
lncome tax benefit 56,397 33,9%2¢
Other, nst 8,155 (7109
S 431,250 S 385,924

STOCK INCENTIVE PLAN

The Company has a stock incentive plan (stock plan) for key
employess of the Bank that provides for the grant of incentive
stock options, nonstatutory options, restricted stock, and

stock appreciation rights (SARs). A total of 32,625 shares of
the Company's common stock are reserved for issuance pursuant
to the stock plan, of which 10,520 shares have been issued at
December 21, 2003.

The exercise price of incentive stock opticns granted under the
stock plan must =zt least egqual the fair market value of the
common stock subject to the option on the date the option is
granted. Options are exercisable at variocus times between
three and tzn years from the date of the grant. Options not
exercised within these periods expire unless extended by the
board of directors. Amounts received from the exercising of
options are credited to common stock and surplus of the Company
and no charges to cperations are made in connection with the
Stock Plan. The exercise price of nonstatutory options and
S2Rs will be determined when granted and restricted stock
awarded will be subject to restrictions determined when
awarded. Currently, no nonstatutory options and SARs have besen
granted and no restricted stock has been awarded.

A summary of option transactions during the years ended
December 31, 2003 and 2002, is shown below:

Number Weighted-Average

of Shares Exercise Price
Qutstanding at December 31, 2001 15,600 12.85
Granted -0- -
Exercised 820 14.00
Canceled -0- -
Qutstanding at December 31, 2002 14,780 12.79
Granted 5,000 16.12
Exercised 9,180 11.83
Canceled 1,000 14 .00
OQutstanding at December 31, 2003 9,600 15.31
Exercisable at December 31, 2003 4.080 14 .49
Available for issuance at
December 31, 2003 12,5405

2 summary oI options outstanding as of Decemb=yr 31, 2003, is
shown beslow:




=
0]
cr
(D
[
o

Note 13.

Weldiiced-AvVerage
Numbexr of Remaining Contractual
Exzsrclze Sharss Life of Shares Numgcer of Shares

Price Quistanding Cutstanding Sxercisgable
14.00 2,600 0.5 vears 2,030
15.00 2,000 3.3 years 2,000
16.12 5,009 2.6 years -0-

$,5600 4,080

RETIREMENT PLANS

The Bank has a contributory 401 (k) and profit sharing pension
plan which covers substantially all of its employees. The Bank
makes discretionary contributions as part of the profit sharing
plan The Bank contributed $1432,314 and $123,653 to the profit
snarWDg plan for the vears ended Deccmber 31, 2003 and 2002,
respectively.

REGULATORY CAPITAL AND AGREEMENT WITH REGULATORY AGENCIES

The Company and the Bank ars subject to various regulatory
capital requirements administered by the federal banking
agencies. Failure to meet the minimum regulatory capital
reguirements can initiate certain mandatory, and possible
additional discreticnary actions by regulators, that if
undertaken, ccould have a direct material affect on the
Company's financial statements. Under the regulatory capital
adequacy guidelines and the regulatory framework for prompt
corrective action, the Company and the Bank must meet specific
capital guidelines involving quantitative measures of the
Bank's assets, liabilities, and certaln off-balance-sheet items
as calculated under regulatory accounting practices. The
Company's and the Bank's capital amounts and classification
under the prompt corrective action guidelines are also subject
to gqualitative judgements by the regulators about components,
risk weightings, and other factors.

Quantitative measures established by regulation to ensure
capital adeguacy require the Company and the Bank to maintain
minimum amounts and ratios of: total risk-based capital and
Tier 1 capital to risk-weighted assets (as defined in the
regulations), and Tier 1 capital to average assets (as
defined). Management believes, as of December 31, 2003, that
the Company and the Bank meet all the capital adequacy
requirements tc which they are subject.

As of December 31, 2003, the most recent notification from the
Federal Deposit Insurance Corporation categorized the Bank as
well capitalized under the regulatory framework for prompt
corrective action. To remaln categorized as well capitalized,
the Company and the Bank must maintain minimum total risk-
based, Tier 1 risk-based, and Tier 1 leverage ratics as
disclosed in the table below. There are no conditions oOr
events since the most recent notification that management
believes have changed the Bank's prompt corrective action
category.

The Company's and the Bank's actual and required capital
amounts and ratlos are as follows (dollars in thousands) :
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Note 14.

To Be Well
Capitalized
Under the Prompt
Fcr Capital Corrective Action
Actual Adeguacy PUrXposes Provisions
. Lmount Ratic Amount Ratio Amourit Ratio
As oI December 31, 2003:
Total Capital (to Risgk
Weighted Assets)
Consolidated $14,543 16.2% 287,182 28.0% »$8,977 =210.0%
South Pointe Rank $14,614 16.3% 287,164 >8.0% 58,955 :210.0%
Tier 1 Capital (to
Risk-Weightad RAssets)
Consolidated $13,052 14.6% 283,576 24 .0% 255,364 = 6.0%
South Pointe Rank $13,597 15.2% =:2$3,582 x4 .0% »$5,373 > 6.0%
Tier 1 Capital (to
Rverage Assets)
Consolidated $13,052 8.0% 236,526 >4 . 0% 258,157 = 5.0%
South Pointe Rank $13,597 8.1% =2356,718 >4 .0% 258,358 = 5.0%
bs of December 21, 2002:
Total Capital (to Risk
Welighted Assets)
Consolidated $12,991 16.4% 286,339 >8.0% >57,924 :210.0%
South Pointe Bank $12,314 15.5% 286,339 28.0% »$7,924 :210.0%
Tier 1 Capital (to
Risk Weighted Assets)
Consolidated $5,489 12.0% 283,170 24.0% 2$4,754 2 6.0%
South Pointe Bank $11,396 14.4% 283,170 24.0% 284,754  x 6.0%
Tier 1 Capital (to
Average Assets)
Consclidated $9,489 6§.9% 285,511 >4.0% >$6,888 = 5.0%
South Pointe Bank S11,396 8.3% 285,501 24.0% 256,876 = 5.0%

FAIR VALUE OF FINANCIAL INSTRUMENTS

Following are disclosures of the estimated fair value of the
Company's financial instruments. The estimated fair value
amounts have been determined using available market information
and appropriate valuation methodologies. However, considerable
judgment is required to interpret market data to develop
estimates of fair value. Accordingly, the estimates of fair
value presented are not necessarily indicative of the amounts
the Company could realize in a current market exchange. The
use of different market assumptions and/or estimation
methodologies may have a material effect on the estimated fair

value amounts.

The following methods and assumptions were used by the Company
in estimating the fair value of its financial instruments:

banks: The carrying amount reported in the

Cash and due from
cash and due from banks approximates fair

balance sheet for
values.

Securities: Fair values for securities are based on guoted

market prices.
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Fedexral rtunds sold The carrying amcunt rspo in ths
balance snsst for Faderal funds sold approxima fair value
Loans For varizble-rate lcans that reprice freguently and
with no significant change in credit risk, fair values are
based on ca”ryinc values The fair wvalues for fixed-rate loans
are estimated using discountsd cash flow analyses, using
interast rates currently being offeraed for loans w+th similar
terms Co borrowers with similar credit quality.

Federal Home Loan Bank stock: The carrying amount reported in
the balance sheet for Federal Home Loan Bank stock approximates
fair value.

Deposits: The fair value for demand deposits sguals their
carrying amounts, which represents the amount payable on
demand. The carrying amounts for variable-rate, fixed-term
money market accounts and certificates of deposit approximate
their fair values at the reporting date. Fair values for
fixed-rate certificatés of deposit are estimated using a
discounted cash flow calculation that appliss interest rates
currently being cffered on certificates to a schedule of
aggregated expected monthly maturities on time deposits.

Federal Funds Puxrchased: The carrying amount reported in the
balance sheet for federal funds purchased approximates fair

value.

Notes pavable: The carrying amount reported in the balance
sheet approximates fair value.

Federal Home Loan Bank advances: Fair values of the Bank's
Federal Home Loan Bank advances are estimated using discounted
cash flow analyses based on the Bank's current incremental
borrowing rates for similar types of borrowing arrangements.

Subordinated debentures: The carrying amount reported in the
balance sheet approximates fair value.

Accrued interest: The carrying amounts of accrued interest
approximate fair value.

Off-balance-sheet instruments: Fair values for the Bank's off-
balance-sheet instruments are based on fees currently charged
Co enter into similar agreements, taking into account the
remaining terms of the agreements and the counterparties'
credit standing. The fair value of these items is not
material.

The estimated fair values of the Company's financial
instruments at December 31, 2003, are as follows:
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C L $ 3,431,251 § 3,431 $ 4,026,313 S 4,028,313
S=curi 21,056,771 gl,0%¢,771 43,537,093 43,387,073
Fzdara 4,823,000 4,333,000 7,788,000 7,788,000
Loans 384,461,520 35,111,232 75,353,702 78,772,377
Accrued intzrsst rsceivabls 8e6,7%0 366,750 753,500 769,500
Federzl Home Loan 3Bank

stock 5,318,800 5,216,800 2,318,800 2,316,800

Financial liebilities

Depcsits 137,020,418 137,30L,¢82 123,232,634 123,544,408
faderal funds purchased 3,500,000 3,500,000 -0~ -0-
Notes pavable 1,488,418 1,488,416 1,488,418 1,488,415
Federal Home Loan Bank

advances 12,000,000 12,133,241 6,500,000 5,685,324
Subordinated debenturss 4,000,000 4,000,000 3,873,000 3,878,000
Accrued intersst pavable 336,71¢ 335,719 320,117 320,117

In addition, other assets and liabilities of the Company that
are not defined as financial instruments are not included in
the above disclosures, such as property and equipment. Also,
nonfinancial instruments typically not recognized in financial
statements nevertheless may have value but are not included in
the above disclosuresg. These include, among other items, the
estimated earnings power of core deposit accounts, the trained
work force, customer goodwill and similar items.
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Delaware .. .

The First State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED ARE TRUE AND CORRECT
COPIES OF ALL DOCUMENTS ON FILE OF "SOUTH POINTE FINANCIAL
CORPORATION" AS RECEIVED AND FILED IN THIS OFFICE.

THE FOLLOWING DOCUMENTS HAVE BEEN CERTIFIED:

CERTIFICATE OF INCORPORATICN, FILED THE ELEVENTH DAY OF
AUGUST, A.D. 1994, AT 11 O'CLOCK A.M.

CERTIFICATE OF DESIGNATION, FILED THE TWENTY-FOURTH DAY OF
OCTOBER, A.D. 1996, AT 2 O'CLOCK A.M.

CERTIFICATE OF AMENDMENT, FILED THE SIXTEENTH DAY OF JULY,
A.D. 1998, AT 9 O'CLOCK A.M.

CERTIFICATE OF AMENDMENT, FILED THE TWENTY-FIRST DAY OF
JULY, A.D. 1998, AT 9 O'CLOCK A.M.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID
CERTIFICATES ARE THE ONLY CERTIFICATES ON RECORD OF THE

AFORESAID CORPORATION.

\iﬂzmmubﬁlxz;»bi%/%%4«wﬁ4¢aJ
Harriet Smith Windsor, Secretary of State

AUTHENTICATION: 3591215

2423475 B8100H

050001089 DATE: 01-03-05



SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 11:00 AN 08/11/1994

944149862 - 2423475

CERTIFICATE OF INCORPORATION
OF
SOUTH POINTE FINANCIAL CORPORATION

ARTICLRE [
NAME

The name of the corporation is:
South Painte Financial Corporation

ARTICLEQD
REGISTERED OFFICE AND AGENT

The address of the corporation's registcred office in the State of Delaware is 32
Loockerman Square, Sutte L-100, in the City of Dover, 19901, County of Kent. The name of
the corporation’s registered ageat at such address is The Prentice-Hall Corporation System, Inc.

ARTICLE T

FURPOSE

The nature of the business or purposes to be eonducied or promoted by the corporation
is to engage in any lawfu act or activity for which corporations may be organized under the
General Corporation Law of the State of Delaware, as amended from time to time, or any

successor thereto.

ARTICLE IV
AUTHORIZED STOCK

The total mumber of shares of slock which the corporation shall have authority to issue

is five hundred fifty thousand (550,000) shares of Common Stock, par value of $1.00 per share,
and thirty thousand (30,000) shures of Preferred Stock, par value of $1.00.

CEATING) 3)F
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The shares of Preferred Stock may be issued from time to time in one or more serics.
The board of directors of this corporation shall have authority to fix by resolution or resotutions
the designations and the powers, preferences and relative, participating, optional or other special
rights and qualifications, limitations or restrictions thereof, including, without limitation, the
voting rights, the dividend ratc, conversion rights, redemption price and liquidation preference,
of any scries of shares of Preferred Stock, to fix the number of shares constituting any such
series and to increase or decrease the number of shares of any such series (but not below the
mumber of shares thereof then outstanding). In case the number of shares of any such series
shall be so decreascd, the sharcs constituting such decrease shall resume the status which they
had prior to the adoption of the resolution or resolutions originally fixing the number of shares

of such series.

ARTICLE V
INCORPORATORS
The name and mailing address of the sole incorporator is as follows:
Name Mailing Address

Dennis R. Wendte ¢/o Barack, Perrazzano, Kirschbaum &
Periman
333 West Wacker Drive
Suite 2700
Chicago, Illinois 60606

ARTICLE V]
BYLAWS

The bylaws of the corporation may be amended, altered or repealed by the stockholders
of the corporation, provided, however, that such amendment, alteration or repeal is approved
by the affirmative vote of the holders of nol less than 70% of the outstanding shares of stock of
the corporation then entitled to vote gencrally in the election of directors. The bylaws may also
be amended, altered or repcaled by the board of dircctors in the manner provided in the bylaws.

CERTINCLSPP
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ARTICLE Vil

WRITTEN BALLOTS

Election of directors nced not be by written ballot unless the bylaws of the corporation
so provide.

ARTICLE VIl
AMENDMENTS

The corporation reserves the right to amend, alter, change or repeal any provision
contained in this certificate of incorporation, in the manner now or hereaficr prescribed by
statute, and all rights conferred upon stockholders herein are granied subject to this reservation.
In addition to any other requirement for amendments, no amendment 1o this certificate of
incorporation shall amend, alter, change or repcal any of the provisions of Article VI, Article
X1, Article XII, Article XIV, Article XV, Article XVI or Article XVII or this sentence of this
Article VIII unless the amendment effecting such amendment, alteration, change or repeal shall
have received the affirmative vote of the holders of shares having at Jeast 70% of the voting
power of all outstanding stock of the corporation entitled to vote thereon. Notwithstanding
anything contained herein to the contrary, the provisions of the immediately preceding sentence
shall not apply to any amendment, altcration, change or repeal which has been approved by not
~ less than two-thirds of the number of directors as may be fixed from time to time, in the manncr

prescribed herein, by the board of directors of the corporation.

ARTICLE IX
INDEMNIFICATION

Each person who is or was a director or officer of the corporation and each person who
serves or served at the request of the corporation as a director, officer or partner of another
enterprise shall be indemnified by the corporation in accordance with, and to the fullest extent
authorized by, the General Corporation Law of the State of Delaware, as the same now exists
or may be hereafler amended. No amendment to or repeal of this Aniicle IX shall apply to or
have any effect on the rights of any individual referred to in this Article IX for or with respect
to acts or omissions of such individual occurring prior to such amendment or repeal.

CERTINC1.SPR
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ARTICIE X
PERSONAL LIABILITY OF DIRECTORS

To the fullest extent permitted by the General Corporation Law of Delaware, as the same
now exists or may be hereafter amended, a director of the corporation shall not be liable to the
corporation or its stockholders for monetary damages for breach of fiduciary duty as a director.
No amendment to or repeal of this Articie X shall apply to or have any effect on the liability or
alleged liability of any dircctor of the corporation for or with respect (0 any acts or omissions
of such director occurring prior to the effective date of such amendment or repeal.

ARTICLE XI
BOARD OQF DIRECTORS

The number of directors constituting the entire board of directors shall not be Iess than
five nor more than thirteen as fixed from time (o time by resolution of not less than two-thirds
of the number of directors which immediately prior to such proposed change had been fixed, in
the manner prescribed berein, by the board of directors of the corporation, provided, however,
that the numbcr of directors shall not be reduced as to shorien the term of any director at the
time in office, and provided further, that the mimber of directors constituting the entire board
of directors shall be six until otherwise fixed as described immcediately above,

The directors of the corporation shall be divided into three classes, Class I, Class II and
Class IT1, as nearly equal in rumber as the then total number of directors constituting the entire
Board permits with the term of office of one class expiring each year. The corporation’s initial
directors and their respective classes are set forth below. Directors of Class 1 shall hold office
for an initial term cxpiring at thc 1995 annual meeting, directors of Class 11 shall bold office for
an initial term expiring at the 1996 annua) meeting and directors of Class Il shall hold office
for an initial term cxpiring at the 1997 annual meeting. At each annual meeting of stockholders,
the successors to the class of directors whose term shall then expire shall be elected to hold
office for a term expiring at the third succeeding annual mecting. Any vacancies in the board
of directors for any reason, and any directorships resulting from any increase in the number of
directors, may be filled by the board of directars, acting by a majority of the directors then in
office, slthough less than a quorum, and any directors so chosen ghall hold office uatil the next
clection of the class for which such directors shall have been chosen and until their successors
shall be clected and qualified. If the number of directors is changed, any increase or decrcase
in the number of directors shall be apportioned among the classes 50 as to maintain all classes

as cqua) in sumber as possible.
There shall be no cumulative voting in the election of directors.

CERYINC].SPP
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The name, address and class of each person who is to serve as a dircctor until the first
annual meeting of the stockholders or uniil & succcssor is elected and qualificd is as follows:

Name Mailing Address
Class I
James E. Whitnel Route # 5, Box 159-1
Marion, Illinois 62959
Robert E. Hawkins Route #1, Box 427A
Carbondale, Illinois 62901
Class [I
James H. Byassee 802 Gregory Lanc
Marion, lllinois 62959
James Redden 1705 Melmar Drive
Marion, Illinois 62959
Class Il
Thomas J. Throgmorton Route 3
Carbondale, Mlinois 62901
Olie L. Musgrave 9 Hawthorne Hills

Mount Vernon, Illinois 62864

Notwithstanding any other provisions of this certificate of incorporation or the bylaws
of the corporation (and nolwithstanding the fact that some lesser percentage may be specified
by law, this certificate of incorporation or the bylaws of the corporation), any director or the
entire board of directors of the corporation may be removed st any time, but only for cause and
only by the affirmative vote of the holders of not less than 70% of the outstanding shares of
stock of the corporation entitled to vote gencrally in the election of directors (considered for this
purpose as one class) cast al an annual meeting of stockholders or at a mecting of the
stockholderz called for that purpose. Cause for remova) shall be decmed 10 exist only if the
director whose removal {5 proposed has been convicted of a felony by a court of competent
jurisdiction or has been adjudged by a court of competent jurisdiction to be liable for gross
ncgligence or willful misconduct in the performance of such director’s duty Lo the corporation
and such adjudication is no longer subject to direct appeal.

CULRTINC} . SPR
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ARTICLE XII

BUSINESS COMBINATIONS

A.  Business Combinations with Interested Stockholders. The provisions of Section
203 of the General Corporation Law of the State of Delaware, as the same now exists or may
hereafter be amended or as such Section 203 may hereafter be renumbered or recodified
("Section 203"), will be deemed to apply 10 the corporation, and the corporation shall be subject
to al) of the restrictions set forth in such Section 203,

B.  Business Combinations Generally. In addition to any affirmative vote of the
holders of a class or series of capital stock of the corporation required by law or the provisions
of this certificale of incorporation (including the provisions of paragraph A of this Article XII),
a Businegs Combination (as hereinafter defined) shall requirc the affirmative vote of the holders
of at least 75% of the Voting Stock (as defined in Section 203) of this corporation voting
together as a single class, and if the Business Combination i8 with or upon a proposal by an
Intercsted Stockholder (as defined below), the affirmative vole of the holders of at least 75% of
the Voting Stock of this corporation held by Disinterested Stockholders (as hereinafter defined)
voting together as a single class, unless all of the conditions specificd in any onc of the

following subparagraphs (i), (i), (iii) or (iv) arc met;

(i)  Approval by Directors. The proposed Business Combination has been
approved by a vote of at least two-thirds of all the directors or, if the proposcd Business
Combination is with or upon a proposal by an Interested Stockholder, two-thirds of all

the Disinterested Dircctors (as hercinafier defined);

(i)  Combination with Subsidiary. The proposed Business Combination is
solely between this corporation and a Subsidiary (as hercinafier defined), and such
Busincss Combination does not have the direct or indirect cffect of increasing the voting
power, whether or not then exercisable, of an Interested Stockholder in any class or

serics of capital stock of this corporation or Subsidiary;

(iil)  Stockholder Voie not Required. The proposed Business Combination is a
merger with another corporation without action by the stockholders of the corporation
to the extent and in the manner permitted from time to time by the laws of the State of

Delaware; or

(iv)  Price and Procedural Condltions. The proposed Business Combination is
with or upon a proposal by an Interested Stockholder, involves any cash or consideration
other than cash bcing received by the stockholders of the corporation, solely in their
respective capacities as stockholders of the corporation, and all of the following

conditions are met:

CERTINGCL SMH
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(a)  The aggregate amount of cash and fair market value (as of the date
of the consummation of the Business Combination) of consideration other than
cash, 1o be received per share of common stock in such Busincss Combination by
the holders thereof shall be at Ieast equal to the higher of the following: (x) the
highest per share price, including any brokerage commissions, transfer taxes and
soliciting dealers’ fecs (with appropriatc adjustments for recapitalizations,
reclassifications, stock splits, reverse stock splits and stock dividends) paid by the
Interested Stockhotder for any shares of common stock acquired by it, including
those shares acquircd by the Interested Stockholder before the date such
stockholder became an Interested Stockholder (the "Determination Date"), or (y)
the fair market valie of the common stock of the corporation (as determined by
the Disinterested Directors) on the date thc Business Combination is first
proposed (the “Announcement Date®).

(b)  The aggregate amount of cash and fair market value (as of the date
of the consummation of the Business Combination) of consideration other than
cash, to be received per share of any class or series of preferred stock in such
Business Combination by the holders thereof shall be at least equal to the highest
of the following: (x) thc highest per sharc price, including any brokerage
commissions, transfer taxes and soliciting dealers’ fecs (with appropriate
adjusiments for recapitalizations, reclassifications, stock splits, reverse stock splils
and stock dividends) paid by the Interested Stockholder for any sharcs of such
class or series of preferred stock acquired by it, including those shares acquired
by the Interested Stockbolder before the Determination Date; (y) the fair market
value of such class or series of preferred stock of the corporation (as determined
by the Disinterested Dircctors) on the Announcement Date; and (2) the highest
preferential amount per share of such class or serics of preferred stock to which
the holders thereof would be entitled in the event of voluntary or involuntary
liquidation, dissolution or winding up of the affairs of the corporation (rcgardless
of whether the Business Combination to be consummated constitutcs such an

event).

(c)  The consideration to be received by holders of a particular class or
series of outstanding common or preferred stock shall be in cash or in the same
form as the Interested Stockholder has previously paid for shares of such class or
serics of stock. If the Interested Stockholder has paid for shares of any class or
serics of stock with varying forms of consideration, the form of considcration
given for such class or series of stock in the Business Combination shall be cash
or the form used by the Interested Stockholder o acquire the Jargest number of
shares of such class or series of stock previously acquired by it.

(d) No Extraordinary Event (as hereinafter defined) occurs after the
Intcrested Stockholder has become an Interested Stockholder and prior to the
consummation of the Business Combination.



C.

() A proxy or information statement describing the proposed Business
Combination and complying with the requirements of the Securities Exchange Act
of 1934, as amended, and the rules and regulations thereunder (or any subsequent
provisions replacing such Act, rules and regulations) is mailed to public
stockholders of the corporation at least thirty (30) days prior to the consummation
of such Busincss Combination, whether or nol such proxy or information
statement is required pursuant to such Act or subsequent provisions (although
such proxy or information statement need only be filed with the Securitics and
Exchange Commission if a filing is required by such Act or subsequent
provisions), and shall contain at the front thereof in a prominent place the
recommendation, if any, of the Disinterested Directors as to the advisability or
inadvisability of the Busincss Combination and the recommendation, opinion or
cvaluation of any investment banking firm sclected by a majority of the
Disinteresied Directors as to the fairness of the Business Combination from the
point of view of the stockholders of the corporation other than the Interested
Stockholder.

Certain Definitions. For purposes of panmph B of this Article XTI, all defined

terms shall have the meanings attributed to such terms in Scction 203(c) of the Delaware General
Corporation Law, except for those terms set forth below:

@ *Business Combination® shall mean any of the following transactions, if

entered into by this corporation or a Subsidiary:

CERTINC] SPF
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(a)  the merger or consolidation of this corporation or any Subsidiary;

or

(b)  the sale, lease, exchange, mortgage, pledge; transfer or other
disposition (in one or a series of transactions) of any assets of this corporation or
any Subsidiary having an aggregate fair market value equal to 10% or more of
cither the aggregate fair market value of all of the assets of this corporation
determined on a consolidated basis or the aggregate market value of all of the
outstanding stock of this corporation;

(c)  the issnance or transfer by this corporation or any Subsidiary (in
one or a serics of transactions) of sccurities of this corporation or Subsidiary
having an aggregate fair market value equal to 10% or more of cither the
aggregate fair markes value of all the assets of this corporation determined on 8
consolidated basis or the aggregate market value of all of the outstanding stock

of this corporation;

(d)  the adoption of a plan or proposal for the liquidation or dissolution
of this corporation or any Subsidiary; or
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(¢) the reclassification of securitics (including a reverse stock split),
recapitalization, consolidation or any other transaction (whether or not involving
an Interested Stockholder) which has the direct or indirect effect of increasing the
voting power, whether or not then exercisablc, of an Interesied Stockholder in
any class ot series of capital stock’of this corporation or Subsidiary; or

()  any agreement, contract or other arrangement providing directly
or indircctly for any of the foregoing.

(i)  "Disinterested Director” shall mean any member of the board of directors
of this corporation who is not affiliated with an Interested Stockholder and who was a
member of the board of directors of this corporation immediately prior to the time that
any Interested Stockholder became an Interested Stockholder, and any successor to a
Disintercsted Director who is not affiliated with an Interested Stockholder and is
recommended to succeed a Disinterested Director by a majority of the Disinterested
Directors who arc then members of the board of directors of this corporation;

_ (ili) “Disinterested Stockholder® shall mean a stockholder of the cotporation
who is not an Interested Stockholder or an affiliate or an associate of an Interested

Stockholder,

(iv)  "Extraordinary Event" shall mean, as to any Business Combination and
Interestcd Stockholder, any of the following events that is not approved by at lcast two-
thirds of all Disinterested Directors:

(a)  any failure 10 declare and pay at the regular date therefor any full
quarterly dividend (whether or not cumulative) on outstanding preferred stock; or

(b)  any reduction in the annual rate of dividends paid on the common
stock (except as necessary to reflect any subdivision of the common stock); or

(c) any failurc to increase the annual rate of dividends paid on the
common stock as nccessary 10 reflect any reclassification (including any reverse
stock split), recapitalization, reorganization or any similar transaction that has the
effect of reducing thc number of outstanding shares of the common stock; or

(d)  the receipt by the Interested Stockholder, afier the Determination
Date, of u direct or indirect benefit (except proportionately as a stockholder) from
any loans, advances, guarantees, pledges or other financial assistance or any tax
credits or other tax advaniages provided by this corporation or any subsidiary of
this corporation, whether in anticipation or in connection with, the Business
Combination or otherwise.

CERTINC| .SP®
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(v)  "Interested Stockholder” shall have the meaning set forth in Section 203,
provided, however, that such term shall not include any person who owncd shares of the
corporation’s capital stock in excess of the 15% limitation sct forth in Section 203 on the

datc of the consummation by the corporation of its first public offering of its common
stock.

(vi)  "Subsidiary® shall mean any entity of which ai least a majority of the
outstanding shares of all classcs of capital stock is owned directly or indirectly,

beneficially or of record, by the corporation; and

(vii) In the event of any Business Combination in which this corporation
survives, the phrase "consideration other than cash" as used in subparagraphs B(iv),
incfuding subsections (a) and (b) thereunder, of this Article XTI shall include the shares
of common stock and the shares of any other class or series of preferred stock retained

by the holders of such shares.

D.  Determination as to Applicabflity. Two-thirds of all Disinterested Directors
shall have the power to make all determinations with respect to paragraph B of this Article XTI
including, without limitation, the transactions that are Business Combinations, the persons who
are Interested Stockholders, the time at which an Interested Stockbolder became an Interested
Stockholder and the fair markct value of any assets, securitics (including any stock or other
securities issued by this corporation) or other property; and any such determinations of such
Disinterested Directors shall be conclusive and binding.

E. No Effect on Fiduclary Obligations of Interested Stockholders. Nothing
contained in this Article XIiI shall be construcd to relieve any Interested Stockholder from any
fiduciary obligation imposed by law.

F.  Amcadment, Repeal. In addition to the vote required by Article VII of this
certificate of incorporation, the sffirmative voie of the hoiders of at Icast two-thirds of the
Voling Stock of this corporation, voting together as a single class, and, with respect to the
provisions governing Busincss Combinations with or upon a proposal by an Interested
Stockholder, the affirmative vole of the holders of at least two-thirds of the Voting Stock of this

Corporation held by Disinteresied Stockholders, voting together as a singlc class, shall be
required to amend, repeal or adopt any provisions inconsistent with this Article XII.

ARTICLE X111
CERTAIN ARRANGEMENTS BETWEEN THE

CORPORATION AND JTS CREDITORS

Whenever a compromise or arrangement is proposed between this cosporation and its
creditors or any class of them and/or between this corporation and its stockholders or any class

CERTING! S
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of them, any court of cquitable jurisdiction within the State of Dolaware may, on the application
in a summary way of this corporation or of any creditor or stockholder thereof or on the
application of any receiver or receivers appointed for this corporation under the provision of
Section 291 of Title 8 of the Delaware Code or on the application of trustecs in dissolution or
of any receiver or reccivers sppointed for this corporation under the provisions of Section 279
of Title 8 of the Delaware Code order 8 meeting of the creditors or class of creditors, and/or
of the stockholders or class of stockholders of this corporation, as the case may be, to be
summoned in such manner as the said court directs. If a majority in number representing three-
fourths in value of the creditors or class of credilors, and/or of the stockholders or class of
stockholders of this corporation, as the case may be, agree to any compromise or arrangement
and to any reorganization of this corporation as consequence of such compromisc or
arrangement, the said compromise or arrangement and the said reorganization shall, if sanctioned
by the court to which the said application has been made, be binding on all the creditors or class
of creditors, and/or on all the stockholders or class of stockholders, of this corporation, as the

case may be, and also on this corporation.

ARTICLE XIV
STOCKHOLDERS® ACTION
Subject to the rights of holders of any class or series of preferred stock, any action
required or permitted to be taken by the holders of capital stock of the corporation must be

effected at a duly called annual or special mecting of the holders of capital stock of (he
corporation and may not be effected by any consent in writing by such holders,

Special meetings of the stockholders may only be called by a majority of the directors
then in office.

ARTICLF. XV]
NON-STOCKHOLDER INTERESTS

In connection with the exercise of its judgment in determining what is in the best intcrests
of this corporation and its stockholders when evaluating a proposal by another person or persons
to make a tender or exchange offer for any equity security of this corporation or any subsidiary,
to merge or consolidate with this corporation or any subsidiary or to purchase or otherwise
acquire all or substantially all of the assets of this corporation or any subsidiary, the board of
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directors of this corporation may consider all of the following factors and any other factors
which it deems relevant: (2) the adequacy of the amount to be paid in connection with any such
transsction; (b) the social and cconomic effects of the transaction on the corporation and its
subsidiaries and the othcr elements of the communities in which the corporation or its
subsidiaries opcratc or are localed; (c) the business and financial condition and camings
prospects of the acquiring person or persons, including, but not limited to, debt service and other
existing or likcly financial obligations of the acquiring person or persons, and the possiblc effect
of such conditions upon the corporation and its subsidiaries and the other clements of the
communities in which the corporation and its subsidiaries operate or are located; (d) the
competence, experience, and integrity of the acquiring person or persons and its or their
management; and (e) any antitrust or other legal or regulatory issues which may be raised by
any such transaction.

ARTICLE XV
NOMINATIONS AS DIRECTORS

Stockholder nominations of persons for election as directors of this corporation and
stockholder proposals with respect to business 10 be conducted at an annual meeting of
stockholders must, in order to be voted upon, be made in writing and delivered to the secretary
of this corporation on or before thirty (30) days (or such other period as may be established in
the bylaws) in advance of the first anniversary date (month and day) of the previous year’s

. annual meeting.

Dated: (&ﬂ{ﬂl /Z , 1994,

{ Yendts

R. Wendie
Being the sole incorporator of the corporation,
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CERTIFICATE OF DESIGNATION
of
SERIES A CONVERTIBLE PREFERRED STOCK
of
SDUTH POINTE FINANCJAL CORPORATION

Pursuant to Section 151 of the General Corporation Law
of the State of Delaware

SOUTH POINTE FINANCIAL CORPORATION, acorporation organized ard existing under the General
Corporauion Law of the State of Delaware, in accordance with the provisions of Section 103 wercof, DOES
HEREBY CERTIFY:

That pursuant to the authority vested in the Board of Direciors in accordance with the provisions of the
Certificate of Incorporation of the said Corporaiinn, the said Board of Directors oo August 21, 1996, adopted the
following resolution creating a series of 10,000 shares of Preferred Stock designaied as "Series A Convertible
Preferred Stock”™:

RESOLVED, thar pursuart 1o the authority vested in the Board of Direcwors of this
Corporation in accardance with the provisions of the Certificate of lacorporation, & series af
Preferred Stock, §250 stated value per share, of the Corporation be and hereby is created, and that
the designation and number of shares thercof and the voting and other powers, preferences and
relative, participaring, optional or other rights of the shares of such series and tbe qualifications,
limitations and restrictions thereof are as follows:

Series A Convertible Preferred Stock

Section 1. Tssuance. The board of directors (the *Board*) of South Pointe Financial Corporation,
a Delaware corporation (the *Company™), has designated 10,000 shares of the Company’s authorized and unissued
preferred stock as Series A Convertible Preferred Stock (the "Series A Preferred Stock™), has authorized such shares
for issuance at a price of $250 per share and has determined that no further shares of Series A Preferred Stock shall
be issued.

Section 2. Dividends. (a) The holders of record of the then oulstanding stares of Series A Preferred
Stock shall be entitled 10 receive when, as and if declared by the Board out of any funds legally availabie therefor,
cumularive dividends al the annual rawe of $15.625 per share payable in 1wo equal cash payments on the first day
{or if not a business day, a¢ defined below. on the nex1 business day thercafier) of January and July, commencing
January, 1997, provided, however, that any such semi-annual cash payment shall be prorated with respect to any
shares of Series A Preferred Stock that were outstanding less than the total number of days in the six-month calerdar
period immediately preceding any such payment dat¢. The amoun: of any such prorated cash payment shall be
computed on the basis of the acrual number of days in such six-mopth calendar period during which such shares
of Series A Preferred Siock were outstanding. Each such dividend shail be payable to bolders of record as they
appear on the stock books of the Company on such record dates, oot less than 10 and a0t more than 60 days
preceding the dividend payment date, as shall be fixed by the Board. No dividends, other than those payable solely
in the Company's comunon stock. $1.00 par value ("Common Stock”), shall be paid during any fiscal year of the
Company with respect to shares of Common Siock or any other security issued by the Company, upti} dividends
in the toral amount of $15.623 per share on Series A Preferred Stock shall have been paid. Such dividends shall
accrue op each share of Series A Preferred Stock from the date of issuance aad from day to day thereafter, whether
or pot camcd or declared. Notwithstanding the foregoing, such dividends shall be cumulative so that if such
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dividends in respect of any previous or curren! annual dividend period, at the annual rate specified above, shall dot
bave been paid or declared and a sum sufficiem for the payment thereof set aparn, the deficiency for any prior year
and the amount owed in the current year shall first be fully paid before any dividend or other distribution shall be
paid on or declared and set apart for the shares of Common Siock. A "business day” shall be deemed 10 be any
day when trading of securities accurs on the New Yaork Stock Exchange.

®) Unless full dividends on Series A Preferred Stock for ali past dividend periods and the
then current dividend peried shall have besa paid or declared and a sum sufficient for the paymeant thereof set apart:
(i) no dividend whatsoever whclhcr in cash, securities or other propernty {other than & dividend payable solely in
shares of Common Stock) shall be paid or declared and set aside for payment, and no distribution shall be made,
on any shares of Common Sto¢k or other class of preferred stock authorized afrer the date hereof; and (ii) no shares
of Common Stock or other class of preferred stock authorized after the date hereof, shall be purehased, redeemed
or otherwise acquired by the Company and no funds shall be paid info or set aside or made availabic for a sinking
fund for the purchase, redempiion ar other acquisition thereof without the approval of the holders of at least 2
majority of the then outstanding shares of Series A Preferred Stock.

(© The Company shall not permit any subsidiary of the Company to purchase or otherwise
acquire for consideration any shares of stock of the Company unless the Company could, under subsection {d) of
this Section 2, purchase or otherwise acquire such shares ar such time and such manner.

Section 3. Redemption Rights. (a) The corparation shall have the right at any time after the fifth
anniversary of the date the first shares of Series A Preferred Stock are issued {(the "Original [ssue Date”) to call and
redeem all (bur pot less than all) of the outstanding shares of Series A Preferred Siock at a price of $250 per share,
plus accrued but unpaid dividends thereon, through the Redemption Date. The date on which any such redemption
is set by the corporation is referred to herein as the “Redemption Date.

(b) Not Jess than 30 days nor more than 60 days prior to the Redemption Date, written notice
(the *Redempiion Notice®) shall be mailed, first class postage prepaid, 10 the holders of the shares of the Series A
Preferred Stock at their addresses last shown on the Tecords of the Corporation. The Redemption Notice shall state:
(i) the number of shares being redeemed; {ii) whar the Redemption Date and Redemption Price are; (iii) that the
holders' Conversion Rights (as defined in Section 4) shall terminate; and (iv) that ¢ach holder is to surrender to the
Corporation, in the manner and at the place designated, the certificates representing the shares of Series A Preferred
Stock to be redeemed.

© On or before the Redemption Daie, the holders of shares of Series A Preferred Stock
being redeemed shall surrender the certificate or cenificates representing such shares to the Carporarion, in the
manner and at the place designated in the Redempiion Notice, and thereupon the Redemption Price for such shares
shall be payable [0 the order of the person whose name appears on such cartificate or cemificaies as the owner
thereof, and esch surrendered cetificate skall be 2ancelled and retired.

(d) If the Redemption Notice stall bave been duly given, and if on te Redempiion Date the
Redemption Price is paid. then the dividends with respect to such shares shall cease wo accrue after the Redemption
Date and all rights with respect to such shares shall forthwith after the Redemption Date terminate, except only the
right of the holders 10 receive the Redemption Price and all accrued unpaid dividends upon sumender of their
certificate or certificates therefor,

Section 4. Conversion. The bolders of the Series A Preferred Stock shall have the following
conversion rights (the "Coaversion Rights") and be subject to the following provisions with respect to the conversion
of Series A Preferrad Siock:



(a) Mandatory Conversion. If the ouistanding shares of Scries A Preiected Siock have oot
previously been called for redemption pursuant 1o the terms hereof, each share of Series A Preferred Stock shall
be automatically converted into fully paid and nonassessable shares of Common Stock, at the Conversion Price (as
defined below) and in the manner as st {orth below on the seventh anniversary of the date of issuance of such share
(1he "Mandarory Conversion Date”) without any action on the part of the holder of such share.

®) Conyersion Price. The price a1 which each owsstanding share of Series A Preferred Siock
shall be convened into shares of Common Stock is the amount thar results from dividing the sum of $250 plus any
Net Accrued Dividends (as defiped below) by the Conversion Price (as defined below) per share in ¢ffect at the ime
of conversion. The Conversion Price per share for the Series A Preferred Siock on the COriginal Issue Date shall
be $14.95 and shall be subject to adjustment from time to lime as provided herein. Net Accrued Dividends shall
mean an amount equal (o the ascrued dividends on such Series A Preferred Stock through the Mandaiory Conversion
Daice, less the aggregate amount of dividends which would have accrued siace the last dividend payment date for
the Series A Preferred Siock on the number of shares of the Common Stock into which such shares of Series A
Preferred Stock are converted if dividends on such shares of Common Stock accrued at an annval rate based upon
the dividends paid by the Corporation on the Common Stock for the mest recently ended fiscal period for which
Comman Stock dividends were paid.

{c) echanics of Mandatory Copversion; ce of res of Comman Stock.

0] Not less than 30 days nor more than 60 days prior to the Mandatory Conversion
Date, writien notice (the “Conversion Notice”) shall be malled, first class postage prepaid, to the holders of the
shares of the Series A Preferred Stock av their addresses last shown on the records of the Corporation. The
Coaversion Notice shall siate: (A) the aumber of shares being convened; (B) whai the Mandatory Conversion Date
and Conversion Price are; and (C) thar each holder is 1o surreader 1o the Carporatior, in the manner and at the
place designated, the cenificates representing the shares of Series A Preferred Stock to be converted.

{iH On or before the Mandatory Conversion Dale, the holders of shares of Serjes
A Preferred Siock being converted shall surrender the cenificate or cenificates representing such shates to the
Corporation, in the mapner and at the place designated in the Conversion Notice, and thersupap a certificate or
cenificates for the rumber of shares of Common Stock info whick such shares of Series A Preferted Stock havs
been converted shall be issued to the person whose pame appears on such surrendered cenificate or certificaes as
the owner thereo!, and cach surrendered cenificaie skall be cancelled and retired.

(@id) If the Conversion Notica shall have beer. duly given, and if on the Mandatory
Conversion Date the required numbsr of shares of Common Stock are issued as provided herein, then the divideads
with respect to the shares of Series A Preferred Stock shall cease 1o acerue after the Mandatory Conversion Date
and al{ rights with respect 10 such shares shall forthwith after the Convession Date terminate. except only the right
of the holders to receive the corresponding shares of Common Stock.

d Adjustments for Other Dividends and Distributions. In the ¢vent the Company ar any

fme o1 from time {0 time afier the issuance date of any share of Series A Preferred Siock shall make oc issue, or
fix a record date for the determination of holders of Common Stock entitled to receive, a dividend or other
disuribution payable in securities of the Company other than shares of Common Stock, then and in each such event
provision shall be made so that the bolders of such outstanding shares of Series A Preferred Stock shall receive upon
conversion thereof in addirion 10 the number of shares of Commen Stock receivable theteupon, the amount of
securitics of the Company that they would bave received had their Series A Preferred Stock beer converted ipto
Common Stock on the date of such event and had thereafter, during the period from the date of such event to and
including the conversion date, rerainad such securities receivable by them as aforesaid during such period giving
applicarion o all adjustments called for during such period under this Section 4 with respect 10 the rights of the
holders of Series A Preferred Stock.



(e) Adfustment f eclacsification, Exchbanse or Substitution. If the shares of Common
Stock issuable upon the conversion of the shares of Seres A Preferred Stock shall be changed into the same or a
different numbert of shares of any class or classes of stock, whether by capital reorganization, reclassification or
otherwise (other than an event provided for elsewhere in this Section 4), then and in each such event the holder of
each share of Series A Preferred Stock shall bave the right thereafter (o convert such share into the kind and
amounts of shares of stock and other zecurities and propenty receivable upon such reorganization, reclassification
or other change, by holders of the number of shares of Common Stock into which such shares of Series A Preferred
Stock might have been converied isnmediately prior to such reorganization, reclassification or change, all subject
1o further adjustment as pmvid\:d herein.

(4] Reorganization, Mergers. Consolidations or Sales of Assets. If at any time or from
time to time there shall be a capital reorganization of the Common Stock (other than an event provided for clsewhere

in tis Section 4) or 3 merger, consolidation or statwory exchange of securities of the Company with or 1w another
corporation, or the sale of all or substantially all the Company's properties and assefs [a any other person, then,
as a pan of such reorganizarion, merger, consolidation or sale, provision shall be made so that the holders of Series
A Preferred Stock shall thereafier be entitled o receive upon conversion of the shares of Series A Prefarred Stock,
the number of shares of stock or other securities or property of the Company, or of the successor corporation
resulting from such merger or consolidation ar sale, 10 which a holder of that number of shares of Commeon Stock
deliverable upon conversion of the shares of Senies A Preferved Stock would have beea entitled on such capital
reorganization, merger, consolidation or sale. In any such case, appropriate adjusumeni shall be made in the
application of the provisions of this Section 4 with respect 1o the rights of the holders of Serics A Preferred Stock
after the reorganization, merger. conselidation or sale to the end that the provisions of this Section 4 (including,
If necessary, adjustment of the Conversion Price then in effect and the number of shares purchasable upon
conversion of the shares of Series A Preferred Stock) shall be appliceble after that event as nearly equivalent as may
be practicable. The foregoing provisions shall similarly apply to successive consolidations, mergers, starutory
exchanges, sales or conveyances.

@ le of Shar low Conv

() If at any time or from time to time after the Original Issuance Dats, the Company
shal] issue or scll Additional Shares of Cammeon Stock (as defined below), other than as a dividend as provided in
Section 4(e) above, for a consideration per share less than the then existing Conversion Price for Series A Preferred
Stock (o, if an adjusted Conversion Price shall be in effect hy reasap of a previous adjusiment, then less than such
adjusted Conversion Price), then and in each case the then applicable Conversion Price for Series A Preferred Stock
shall be reduced, as of the opening of business oo the dare of such issue or sale, 1o 2 price determined by
multiplying the Conversion Price by a fraction, the aumerator of which shall be the sum of: (A) the qumber of
shares of Common Stock outstanding immediately prior to such issue or sale; plus (B) the number of shares of
Common Stock that the aggregate consideration received by the Company for the 1o1al number of Additional Shares
of Comtmon Stock so issued would purshass ar the Conversion Price, and the denominator of which shall be the sum
of: (X) the pumber of shares of Common Stock owstanding immediately prier to such issue or sale; plus (Y) the
number of such Additjona! Shares of Common Stock so issued.

(ii) For the purpose of making any adjustment in the Conversion Price or number
of shares of Common Stock purchasable on the cobversion of the shares of Senies A Preferred Stock as provided
above, the consideration received by the Company for any issue or sale of securities shali:

(A} to the extent it sonsists of cash, be computed at the net amount of cash
reccived by the Company after deduction of any underwriting or similar commissions, concessions or compensation
paid or allowed by the Company in cornection with such issue or sale;




B) to the exient il consists of services or property other than cash, be
compuled at the fair value of such services or psoperty as determined in good faith by the Board; and

©) if Additiapal Shares of Common Stack, Convertible Securities (as defined
below), or rights or options to purchase either Additional Shares of Cormmon Stock or Convertible Secunties are
issued or sold 1ogether with other stock or securitics or other assets of the Company for a consideration that covers
both, be computed as the portion of the consideration so received thal may be reaspdably determined in good faith
by the Board 1o be allocable to such Additional Shares of Common Swck, Convertible Securities or rights or
options. .

(i} For the purpose of the adjustment provided in subsettion (i) of this Section 4(g),
if ai any 1ime or from time to time after the Original Issuance Dare the Cornpany shall issue any rights or options
for the purchase of, or stock or other securities convertible into, Addidanal Shares (as defined below) of Comwuon
Stock (such convertible stock or securities being referred 10 as "Convertible Securities”), then, in each case, if the
Effective Price (as defined belew) of such rights, options or Conventible Securities shall be 1zss than the then
existing Conversion Price for Series A Preferred Stock, the Company shall be deemed to have issued at the time
of the issuance of such rights or opticens or Converntible Securiries the maximum number of Additional Shares of
Common Stock issuable upob exercise or conversion thereof and to have recelved as consideration for the issuance
of such shares an amount equal to the tolal amount of the consideration, if any, received by the Company for the
rights or options or Converntible Securities, plus, in the case of such options or rights, the minimum amounis of
consideration, if any, payable to the Company upon exercise or conversion of such aptions or rights. For purposes
of the foregoing, “Effective Price” shall mean the quotient determined by dividing the total of all such consideration
by such maximum number of Additional Shares of Common Stock. No further adjustment of the Conversion Price
adjusted upon the issuance of such rights, options or Convertible Securities shall be made as a result of the actual
issuance of Additional Shares of Common Stock on the exercise of any such rights or options or 1he conversian of
any such Convertible Securities. If any such rights or options or the conversion privilege represented by any such
Convertible Securities shall expire without having beer. exercised, the Canversion Price adjusied upon the issuance
of such rights, oprions or Conventible Securities shall be readjusted to the Conversion Price that would have been
in effect bad ap adjustment been made on the basis that the only Additiona! Shares of Common Stock s¢ issued were
the Additiona! Shares of Common Stock, if any, acrually issued or sold on the exercise of such rights or opdons
or rights of conversion of such Convertible Securities, and such Additiona) Shares of Commoa Stock, if any, were
issued or sold for the considerarion actually seceived by the Company upen such exercise, pius the consideration,
if any, actuzlly received by the Company for the graating of all such rights or options, whether or not exercised,
plus the consideration received for issuing or selling the Convenible Securities aciually convened plus the
consideration, if any, actually received by the Company on the conversion of such Convertible Securities.

(iv) For the purpose of the adjustment provided for in subsection (i) of this Section
4(g), if ar any time or from time to tirne after the Original Issuance Date the Company shall issve aay rights or
options for the purchase of Convertible Securities, then, in each such case, if the Effective Price theroof is less than
the curreat Conversion Price, the Company shall be decrned 1o have issued at the time of the issuance of such rights
or options the maximum number of Addilional Shares of Commen Stock issuable upon conversion of the rotal
amount of Canvertible Securities covered by such rights or options and 1o have received as consideration for the
issuance of such Additional Shares of Common Stock an amount equal to the amount of consideration. if amy,
received by the Company for the issuance of such rights or qptions, plus ths minimum amounts of consideration,
if any, payable to the Company upon the conversion of such Convertible Securities. For purposes of the foregoing,
"Effective Price” shall mean the quotient determined by dividing the rotal amaust of such consideration by such
maximum number of Additional Shares of Common Stock. No funber adjustment of such Conversion Price adjusted
upon the issvance of such rights or oprions shall be made as a result of the acwal issuance of the Convenible
Securities upon the exercise of such rights aor optioas or upon the actual issuance of Additional Shares of Common
Stock upon the conversion of such Convertible Securities. The provisions of subsection (iti) of this Section 4(g)
for the readjusiment of such Conversion Price upon (he expiration of rights or options or the rights of canversion
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of Convertible Securities. shall apply muratis muandis w the rights, options and Convertible Securities referred to
in this subsection (iv).

1Y) Definition_of Additionat Shares. The term "Additional Shares of Common Stock” as
used herein shail mean all shares of Common Stock issued or deemed issued by the Company after the Original
Issuance Date, whether or not subsequently reacquired or retired by the Company, other than: (i) shares of
Common Stock issued upon conversion of the shares of Series A Preferred Stock; (if) any shares of Common Stock
(as adjusted for all stock dividends, stock splits, subdivisions and combdinations) issued to employees, officers,
directory, consultants or other persons pacforming services for the Company (if so issued solely because of any such
person's status as ag officer, director, employee, cogsultant or other person performing services for the Company
ané not zs part of any general offering of the Company's securities) pursuant to any stock option plan, stock
purchase plan or management incenlive plan, agreemment or arrangemen! approved by the Board; and (iii) any shares
of Common Stock issued by the Company as full or pamizl consideration by the Company in connection with a
merger, consolidation, purchase of assets or other 1ransaction resulting in the acquisition by the Company of greater
than 25% of the voting securities of any other corporation, financial institution or other entity, provided thar the
Comfmon Stock used in such transaction is valued for purpases thereof al not {ess than ils then book value.

)] Accountants’ Certificate of Adjustment. In each case of an adjustment or teadjustoment
of the Conversion Price for the nurmber of shares of Common Stock or ather securities issuable upon conversion
of the shares of Series A Preferred Stock, the Company, at its expense, shall cause independent cenified public
accountants of recognized standing sclecied by the Company (who may be the independemt certified public
accoumtants then aaditing the bouks of the Company) 10 compute such adjustment or readjustment in accordance
herewith and prepare a certificate showing such adjustmens or readjustmeni, and shall mail such centificate, by first
class mail, postage prepaid, to each registered bolder of shares of Serics A Preferved Stock at the holder's address
as shown on the Company’s books. The certificate shall set forth such adjuscment or readjusiment, showing in detail
the facts upon which such adjustment or readjustment is based including a staiement of: (1) the consideration
received or w be received by the Company for any Additional Shares of Common Stock issued or sold or deemed
1o have been issued or sold; (ii) the Conversion Price at 1he time in effect for each series of Series A Preferred
Stack; and (i) the number of Additiopal Shares of Common Stock and the type and amount, if any, of other
property which at the time would be seceived upon conversion of 1he shares of Series A Preferred Stock.

G Notices of Recor e. In the event of any 1aking by the Company of a record of the
holders of any class or series of securities for the purpose of determining the hotders thereof who are entitled 10
recezive any dividend or other distribution, or any reclassification or recapitalization of the capital stock of the
Company, any merger, consolidation or share exchange involving the Company, or any tansfer of all or
substantially all the assets of the Company to any other corporation, entity or person, Of any voluntary or
involuntary dissolution, liquidarion or winding up of the zffairs of the Company, the Company shal} mail 10 each
holder of shares of Series A Preferred Stock (other than zny such holder who is also a holder of record, or the
affiliate of a holder of tecord, of shages of Common Swek, or is a direcior or executive officer, or an affiliate of
a director or executive officer, of the Company) ar least 30 days prior to the record date specified therein, a notice
specifying: (1) the dase on which any such record is 10 be taken for the purpose of such dividend or distribution
and a description of such dividend or distribution; (3i) the date on which any such reorganization, reclassificarion,
transfer, consolidation, merger, dissolution, liquidation or winding up is expecied 10 become effective; and (iii) the
time, if any is to be fixed, as 1o when the holders of record of Common Stock {or other secusities) shall be entitled
to exchange their shares of Common Stock (or other securities) for securities or other propeny deliverable upon
such reorganization, reclassification, transfer, consolidarion, merger, dissolution, iiquidarion or winding up.

&) Fractional Shares. No fractional shares of Common Stock shall be issued upon
conversion of shares of Series A Preferred Stock. In lieu of any fractional shares to which te holder would
otherwise be entitled, the Company shall pay cash equal w the product of such fraction multiplied by the Conversiop
Price on the Cooversion Date. Whether or not the fractional shares are issuable upon such conversion shall be




determuntd on the basis of the total number of shares of Series A Preferred Stock the holder is at the time
converting iato shares of Common Stock and the number of shares of Common Stock issuable upon such aggregate
conversion.

m Reservation of Stock Issuable Upon Copnversion. The Company shall at all times

reserve and keep available out of its authorized but unissued shares of Common Stack, selely for the purpose of
effecting the conversion of the shares of Series A Preferred Stock, such number of its shares of Common Stock as
sball from time to time be sufficient 1o effect the conversion of all outstanding shares of Series A Preferred Stock.
As a condition precedent 10 the 1aking of any action which would cause an adjustrnent 1o the Conversion Price, the
Company will take such corp&rate actiop as may, in the opinion of its counsel, be necessary 10 imcrease its
authorized burt unissued shares of Common Stock to such number of shares as shall be sufficient in erder that it may
validly and legally issue the shares of its Common Stock issuabic based upon such adjusted Conversion Price.

(m) Notices. Any notice required or permitted by the provisions of this Section 4 o be given
to the holder of shares of Series A Preferred Stock or the Company, respectively, sball be deemed given when
personally delivered 1o such holder ar the Company or five business days afier the same has been deposited in the
United States mail, first class postage prepaid and addressed 1o each holder of record at his or her address appearing
on the books of the Company or the Company's registered office in the staie of lllinois, as the case may be,
provided, however, that the written notice 10 be delivered to the Company by the holder of shares of Series A
Preferred Stock in connection with the conversion of such siock shall be effsctive only upon actual receipt by the
Company.

(n) Payment of Taxes. The Company will pay all taxes and other governmental charges
(other than waxes measured by the revenue or income of the holders of shares of Series A Preferred Stock) that may
be imposed in respect of the issue or delivery of shares of Commeon Siock upon ¢conversion of shares of Series A
Preferred Stock.

(o) No_Dilution or Impairment. The Company shall not amend iis Certificate of
Incorporation or participate in any reosganization, recapitalization, transfer of assets, consolidation, merger, share
exchange, dissolution, issue or sale of securities or any other voluntary action, for the purpose of avoiding o
seeking 10 avoid the cbservance or performance of any of the terms to be observed or performed hereunder by the
Company, but will at all times in good faith assist in carrying out all such actions as may be reasonably necessary
oT zppropriate to protect the conversion rights of the bolders of shares of Series A Preferred Stock against dilution

or other impairment.
(P Duty to Make Fair Adjustments in Certain Cases. If any event occurs as 1o which the

other provisions of this Section 4 are not strictly applicable or if strictly applicable would not fairly proteci the
Cooversion Rights of the holders of shares of Series A Preferred Stock in accordance with the essential intent and
principles of such provisions, then the Board shall make an adjustment in the application of such provisions, in
accordance with such essential intert and principles, so as adequately 10 protect such Conversion Rights.

Section §. Yoting Rights.  The holders of each share of Series A Preferred Siock shall not be
entitled to vote, except as required by law and except that the holders of Series A Preferred Stock shall have full
voting rights upen ceaversion of the Series A Preferred Stock inw Common Swock. The holder of Series A
Preferred Stock (other than any such holder who is also a bolder of record, or the affiliate of a holder of record,
of the Carporation’s Common Stock, of is a director or execurive officer, or an affiliaie of a director or executive
officer, of the Corporation) shali be enurled 10 notice of any stockholders’ meering in accordance with the bylaws
of the Corporalion, and if voting rights are applicable as provided hereig, such holder shall be entitled to a oumber
of votes equal to the number of full shares of Comumon Stock into which such shares of Series A Preferred Stock
coujd be converied pursuant w Section 4 hereof, at the record daie for the determination of stockholders entitled



o vole on such matters or, if no such record date is established. af the date such voce is taken or any written conseént
of stockholders is solicited.

Section 6. Liquidation., Upen the dissolution, liquidation or winding up of the Company. whether
veluntary or wnvoluntary, the holders of shares of Series A Preferred Stock shall be entitled (o receive out of the
assets of the Company available for distribution to stockhoiders, the amoua: of 8230 per sharz, plus any dividends
whether or nor declared or due which have actrued thereon through the dare of such.distribuiion, but which remain
unpald, before any pay ment or distribution shall be made on shares of Comumon Stock or any Gther securities issued
by the Company. In the evenl the assets of the Company available for distribution to the holders of shares of Series
A Preferred Stock upon any diSsolution, liguidation or winding up of the Company shall be insufficient to pay ia
full all amounts 1o which such holders are entitled pursuant to this Section. then all of the assets of the Company
1o be distributed shall be distributed ratably to the holders of Series A Preferred Stock. Afier the payment o the
holders of the shares of Series A Preferred Stock of the full amouats provided for in this Section, the holders of
shares of Series A Preferred Stock as such shall have no right or claim 10 any of the remaining assets of the
Company .

Sectiop 7. Information Rights. The holders of shares of Series A Preferred Stock shall be entitled

o receive the same financial information of the Company as is sent (o the holders of Common Stock.

s
IN WITNESS WHEREOF, the undersigned have executed this Cenificate this42 day of
op2f , 1996.

ATTEST SOUTH POINTE FINANCIAL CORPORATION
O L 7 yZi

By: VIS %’.—%3_“.‘ By: . J){@ptun Q 7D 2ot gi foone
Olie L. Musgrave 4 Thormas J. %rogmonﬁ
Secretary Chairman of the Boar

STATE OF ILLINOIS
LCH

N Nt Nt

COUNTY OF WILLIAMSON

BE IT REMEMBERED thar, on ﬂﬁz AA__ 199, before me, a Notagy Public duly authorized
by law (o take acknowledgement of deeds, personally came each of Thomas J. Thiogmorton and Olie L. Musgrave,
the Chairman of the Board and the Secretary of South Pointe Financizl Corporation, respeciively, who duly signed
the foregoing instrument before me and acknowledged that such sigaing is his respective act and deed, that such
instrument as executed is the act and deed of said corporation and that the facs stated therein are true.

GIVEN under my band oa 4251' A , 1996.

‘OFF{CIAL SEAL®
PHYLLIS ANS WALLACE
WOTARY PUBLIC, STATE OF ILLINOIS
WY COMMISSION EXPIRES 12/28/99

DRW/TERTDES. AL
wMUSE 10719256 8
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SECRETARY OF STATE
DIVISION OF CORPORATIONS

FILED 09:00 AM 07/16/1998

981276281 — 2423475

CERTIXICATE OF AMENDMENT OF CERTIFICATE OF INCORPORATION

OF
SOUTH POINTE FINANCIAL CORPORATION

1t is hereby certified that:

1,
2.

The name of the corporation is South Pointe Financial Corporstion.
The certificate of insorporation of the corporation is hereby amended by striking

-omAmdeNthereofmdbymbmnmnsmhmofmdArﬁolethefouomgm

Article:
"ARTICLE IV |
AUTHORIZED STOCK .

The total number of shares of stock which the corporation ghall
have authority to issue is one million (1,000,000) shares of Common
Stock, par value of $1,00 per share, andthutythousand(30000)shareso€
Preferred Stock, par value of $1.00.

The shares of Preferred Stock may be issued from time to time in
one or more series. The board of directors of this corporation shall bave
mﬁ\orhymﬁxhymsomﬁoncrmsoluﬁonsthedeﬁgmiommdthe
powers, preferences and relative, participating, optional or other special
rights and qualifications, limitations or restrictions thereof, including,
without Bmitation, the voting rights, the dividend rate, conversion rights,
redemption price and liquidation preference, of any series of shares of
Preferred Stock, to fix the number of shares constituting any such series
and to increase or decrease the mumber of shares of any such series (but not
below the mumber of shares thereof then cutstanding). In case the number
of shares of any such series shall be so decreased, the shares constituting
such decrease shall resume the status which they had prior to the adoption
;f:cg:eresoli}monormhmmsonsmallyﬁmngthemmberofsbmof

series

The amendment of the certificate of incorporation herein certified has been duly
adopted in accordance with the provision of Section 242 of the Genersl
Corparation Law of the State of Delaware.



4. The effective time of ths amendment herein certified shall be the time and date of
its filing with the Secretary of State.

Signed om: July_paj 1998

SOUTH POINTE FINANCIAL CORPORATION

TOTAL P.B3




SLNELARL VD Dindls
DIVISION OF CORPORATIONS
FILED 09:00 AM 07/21/1998

981282269 — 2423475

CERTIFICATE OF AMENDMENT OF CERTIFICATE OF INCORPORATION

OF

SOUTH POINTE FINANCIAL CORPORATION

It is hereby cenified that:

1.

2.

The name of the corporation is South Pointe Financial Corporation.

The certificate of incorporation of the corporation is hereby amended by striking
out Section 2(a) thereof and by substituting in licu of said Section the following
new Section:

“ Section2. Divadends. (a) The holders of record of the then outstanding shares
of Series A Preferred Stock shall be entitled to receive when, as and if declared by
the Board out of any funds legally available therefor, cumulative dividends at the
annual rate of $15.625 per share payable in four equal cash payments on the first
day (or if not a business day, as defined below, on the next business day thereafter)
of January, April, July and October, commencing January, 1997, provided,
however, that any such quarterly cash payment shall be prorated with respect to
any shares of Series A Preferred Stock that were outstanding less than the total
number of days in the three-month celendar period immediately preceding any such
payment date. The amount of any such prorated cash payment shall be computed
on the basis of the actual number of days in such three-month calendar period
during which such shares of Series A Preferred Stock were outstanding. Each
such dividend shall be payable to holders of record as they appear on the stock
books of the Company on such record dates, not less than 10 and not more than 60
days preceding the dividend payment date, as shall be fixed by the Board. No
dividends, other than those payable solely in the Company’s common stock, $1.00
par value (“Common Stock™), shall be paid during any fiscal year of the Company
with respect to shares of Common Stock or any other security issued by the
Company, until dividends in the total amount of $15.625 per share on Series A
Preferred Stock shall have been paid. Such dividends shall accrue on each share of
Series A Preferred Stock from the date of issuance and from day to day thereafter,
whether or not earned or declared. Notwithstanding the foregoing, such dividends
shall be cumulative so that if such dividends in respect of any previous or current
annual dividend pertiod, at the annual rate specified above, shall not have been paid
or declared and a sum sufficient for the payment thereof set apart, the deficiency
for any prior year and the amount owed in the current yesr shal] fest be fully pald
before any dividend or other distribution shall be paid on or declared and set apart
for the shares of Common Stock. A “business day” shall be deemed to be any day
when trading of securities occurs on the New York Stock Exchange.



The effective time of the amendment herein cestified shall be the time and date of its filing
with the Secretary of State.

Dated: L;&a / 7 , 1998,

SOUTE POINTE FINANCIAL CORPORATION

By:
Olie L. Musgrave

President & Chief tive Officer
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Bylaws
of

SOUTH POINTE FINANCIAL CORPORATION,
A Delaware Corporation

ARTICLE 1
Offices

Section 1.1 The corporation shall maintain a registered office in the State of
Delaware as required by law. The corporation may also have offices at other places, within
or without the State of Delaware, as the business of the corporation may require.

ARTICLE 11
Stockholders

Section 2.1 ANNUAL MEETING. An annual meeting of the stockholders shall be
held commencing in 1995 on the third Monday in May of each year, if not a legal holiday,
and if a legal holiday, then on the next succeeding business day, or on such date as shall be
determined by the board of directors, for the election of directors and for the transaction
of such other business as may come before the meeting.

Section 2.2 SPECIAL MEETINGS. Special meetings of the stockholders may only
be called by a majority of the directors then in office.

Section 2.3 ACTION BY STOCKHOLDERS. (a) At any annual or special meeting
of stockholders, only such new business shall be conducted, and only such proposals shall be
acted upon, as shall have been brought before the meeting by, or at the direction of, the
board of directors, or by any stockholder entitled to vote at such meeting, provided,
however, that such stockholder has complied with the procedures set forth in this
Section 2.3.

(b)  For a proposal to be properly brought before a special or annual meeting by
a stockholder, the stockholder must have given timely notice thereof in writing to the
secretary of the corporation as set forth in this Section 2.3. To be timely, a stockholder’s
notice must be delivered, mailed or telegraphed to the principal executive offices of the
corporation not less than 30 days nor more than 75 days prior to the date of the originally
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scheduled meeting, regardless of any postponements, deferrals or adjournments of that
meeting to a later date; provided, however, that, if less than 40 days’ notice of the date of
the scheduled meeting is given or made by the corporation, notice by the stockholder, to be
timely, must be so delivered, mailed or telegraphed to the corporation not later than the
close of business on the 10th day following the day on which notice of the date of the
scheduled meeting was first mailed to stockholders. Such stockholder’s notice shall set forth
as to each matter the stockholder proposes to bring before the meeting: (i) a brief
description of the proposal desired to be brought before the meeting and the reasons for
conducting such business at the meeting; (ii) the name and address, as they appear on the
corporation’s books, of the stockholder proposing such business; (iii) the number of shares
of the corporation’s common stock beneficially owned by such stockholder on the date of
such stockholder’s notice; and (iv) any financial or other interest of such stockholder in the
proposal. '

(c) The board of directors may reject any stockholder proposal not timely made in
accordance with this Section 2.3. If the board of directors determines that the information
provided in a stockholder’s notice does not satisfy the informational requirements hereof,
the secretary of the corporation shall promptly notify such stockholder of the deficiency in
the notice. The stockholder shall then have an opportunity to cure the deficiency by
providing additional information to the secretary within such period of time, not to exceed
10 days from the date such deficiency notice is given to the stockholder, as the board of
directors shall determine. If the deficiency is not cured within such period, or if the board
of directors determines that the additional information provided by the stockholder, together
with the information previously provided, does not satisfy the requirements of this
Section 2.3, then the board of directors may reject such stockholder’s proposal. The
secretary of the corporation shall notify a stockholder in writing whether his or her proposal
has been made in accordance with the time and information requirements hereof.

(d) This Section 2.3 shall not prevent the consideration and approval or disapproval
at a special or annual meeting of reports of officers, directors and committees of the board
of directors, but in connection therewith no new business shall be acted upon at any such
meeting unless stated, filed and received as herein provided.

Section 2.4 PLACE OF MEETING. The board of directors may designate any place,
either within or without the State of Delaware, as the place of meeting for any annual
meeting or for any special meeting called by the board of directors. If no designation is
made or if a special meeting is called otherwise than by the board of directors, the place of
meeting shall be the principal place of business of the corporation.
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Section 2.5 NOTICE OF MEETING. Written notice stating the place, date and hour
of the meeting, the place where the stockholder list may be examined prior to the meeting,
if different from the place of the meeting and, in the case of a special meeting, the purpose
or purposes for which the meeting is called, shall be given in person or by mail or telegram
not less than ten nor more than sixty days before the date of the meeting, or in the case of
a merger or consolidation of the corporation requiring stockholder approval or a sale, lease
or exchange of all or substantially all of the corporation’s property and assets, not less than
twenty nor more than sixty days before the date of meeting, by or at the direction of the
chairman of the board, the president, any vice president, the secretary or the officer or
persons calling the meeting, to each stockholder of record entitled to vote at such meeting.
If mailed, notice shall be deemed given when deposited in the United States mail, postage
prepaid, directed to the stockholder at his or her address as it appears on the records of the
corporation. 'If notice is given by telegram, such notice shall be deemed to be delivered
when the telegram is delivered to the telegraph company. If notice is given by overnight
delivery service, such notice will be deemed delivered on the next business day after the date
of delivery to a nationally recognized overnight delivery service. When a meeting is
adjourned to another time or place, notice need not be given of the adjourned meeting if
the time and place thereof are announced at the meeting at which the adjournment is taken,
unless the adjournment is for more than thirty days, or unless, after adjournment, a new
record date is fixed for the adjourned meeting, in either of which cases notice of the
adjourned meeting shall be given to each stockholder of record entitled to vote at the
meeting. Notice need not be given to any stockholder who submits a written waiver of
notice signed by such stockholder either before or after any meeting. Attendance by a
stockholder at a meeting of stockholders shall constitute a waiver of notice of such meeting,
except when the stockholder attends the meeting for the express purpose of objecting, at the
beginning of the meeting, to the transaction of any business because the meeting is not
lawfully called or convened. Neither the business to be transacted at, nor the purpose of,
any regular or special meeting need be specified in any waiver of notice of such meeting.

Section 2.6 NOMINATIONS OF DIRECTORS. (a) Nominations, other than those
made by, or at the direction of, a majority of the board of directors or a committee thereof
shall be made only if timely written notice of such nomination or nominations has been given
to the secretary of the corporation. To be timely, such notice shall be delivered to or mailed
and received at the principal executive offices of the corporation not less than 30 days nor
more than 75 days prior to the meeting irrespective of any deferrals, postponements or
adjournments thereof to a later date; provided, however, that in the event that less than 40
days’ notice or prior public disclosure of the date of the meeting is given or made to
stockholders, notice by the stockholder to be timely must be so received not later than the
~ close of business on the 10th day following the day on which such notice of the date of
meeting was mailed or such public disclosure was made, whichever first occurs. Each such
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notice to the secretary shall set forth: (i) the name and address of record of the stockholder
who intends to make the nomination; (ii) a representation that the stockholder is a holder
of record of shares of the corporation entitled to vote at such meeting and intends to appear
in person or by proxy at the meeting to nominate the person or persons specified in the
notice; (iii) the name, age, business and residence addresses, and principal occupation or
employment of each nominee; (iv) a description of all arrangements or understandings
between the stockholder and each nominee and any other person or persons (naming such
person or person) pursuant to which the nomination or nominations are to be made by the
stockholder; (v) such other information regarding each nominee proposed by such
stockholder as would be required to be included in a proxy statement filed pursuant to the
proxy rules of the Securities and Exchange Commission, as then in effect; and (vi) the
consent of each nominee to serve as a director of the corporation if so elected. The
corporation may require any proposed nominee to furnish such other information as may
reasonably be required by the corporation to determine the eligibility of such proposed
nominee to serve as a director of the corporation.

(b) A majority of the board of directors may reject any nomination by a
stockholder not timely made or otherwise not in accordance with the terms of this Section
2.6. If a majority of the board of directors reasonably determines that the information
provided in a stockholder’s notice does not satisfy the informational requirements of this
Section 2.6 in any material respect, the secretary of the corporation shall promptly notify
such stockholder of the deficiency in writing. The stockholder shall have an opportunity to
cure the deficiency by providing additional information to the secretary within such period
of time, not to exceed 10 days from the date such deficiency notice is given to the
stockholder, as a majority of the board of directors shall reasonably determine. If the
deficiency is not cured within such period, or if a majority of the board of directors
reasonably determines that the additional information provided by the stockholder, together
with the information previously provided, does not satisfy the requirements of this Section
2.6 in any material respect, then a majority of the board of directors may reject such
stockholder’s nomination. The secretary of the corporation shall notify a stockholder in
writing whether his or her nomination has been made in accordance with the time and
information requirements of this Section 2.6.

Section 2.7 FIXING OF RECORD DATE. (a) In order that the corporation may
determine the stockholders entitled to notice of or to vote at any meeting of stockholders
or any adjournment thereof, the board of directors may fix a record date, which record date
shall not precede the date upon which the resolution fixing the record date is adopted by
the board of directors, and which record date shall not be more than sixty nor less than ten
days before the date of such meeting. If no record date is fixed by the board of directors,
the record date for determining stockholders entitled to notice of or to vote at a meeting of
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stockholders shall be at the close of business on the day next preceding the day on which
notice is given, or, if notice is waived, at the close of business on the day next preceding the
day on which the meeting is held. A determination of stockholders of record entitled to
notice of or to vote at a meeting of stockholders shall apply to any adjournment of the

meeting; provided, however, that the board of directors may fix a new record date for the
adjourned meeting.

(b) In order that the corporation may determine the stockholders entitled to
receive payment of any dividend or other distribution or allotment of any rights or the
stockholders entitled to exercise any rights in respect of any change, conversion or exchange
of stock, or for the purpose of any other lawful action, the board of directors may fix a
record date, which record date shall not precede the date upon which the resolution fixing
the record date is adopted, and which record date shall be not more than sixty days prior
to such action. If no record date is fixed, the record date for determining stockholders for
any such purpose shall be at the close of business on the day on which the board of directors
adopts the resolution relating thereto.

Section 2.8 VOTING LISTS. The officer or agent who has charge of the stock
ledger of the corporation shall prepare and make, at least ten days before every meeting of
stockholders, a complete list of the stockholders entitled to vote at the meeting, arranged
in alphabetical order, and showing the address of each stockholder and number of shares
registered in his or her name, which list, for a period of ten days prior to such meeting, shall
be kept on file either at a place within the city where the meeting is to be held and which
place shall be specified in the notice of the meeting, or, if not so specified, at the place
where the meeting is to be held, and shall be open to the examination of any stockholder,
for any purpose germane to the meeting, at any time during ordinary business hours. Such
list shall also be produced and kept at the time and place of the meeting during the whole
time thereof, and may be inspected by any stockholder who is present.

Section 2.9 STOCK LEDGER. The stock ledger shall be the only evidence as to
who are the stockholders entitled to examine the stock ledger or the books of the
corporation, or to vote in person or by proxy at any meeting of stockholders.

Section 2.10 QUORUM. A majority of the outstanding shares of voting stock of the
corporation, represented in person or by proxy, shall constitute a quorum at any meeting of
stockholders; provided, however, that if less than a majority of the outstanding shares of
voting stock are represented at said meeting, a majority of the shares of voting stock so
represented may adjourn the meeting. If a quorum is present, the affirmative vote of a
majority of the shares of voting stock represented at the meeting shall be the act of the
stockholders in all matters other than the election of directors, who shall be elected by a
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plurality of the votes of the shares present in person or by proxy and entitled to vote on the
election of directors, unless the vote of a greater number or voting by classes is required by
the General Corporation Law of the State of Delaware, the certificate of incorporation or
these bylaws. At any adjourned meeting at which a quorum shall be present, any business
may be transacted which might have been transacted at the original meeting. Withdrawal
of stockholders from any meeting shall not cause failure of a duly constituted quorum at that
meeting.

Section 2.11 PROXIES. Each stockholder entitled to vote at a meeting of
stockholders may authorize another person or persons to act for such stockholder by proxy,
but no such proxy shall be voted or acted upon after three years from its date, unless the
proxy provides for a longer period. Every proxy must be signed by the stockholder or his
or her attorney-in-fact. A duly executed proxy shall be irrevocable if it states that it is
irrevocable, and if, and only as long as, it is coupled with an interest sufficient in law to
support an irrevocable power. A proxy may be made irrevocable regardless of whether the
interest with which it is coupled is an interest in the stock itself or an interest in the
corporation generally.

Section 2.12 VOTING OF STOCK. Subject to the provisions of the certificate of
incorporation, each stockholder shall at every meeting of the stockholders be entitled to one
vote for each share of the voting stock held by such stockhoider.

Section 2.13 VOTING OF STOCK BY CERTAIN HOLDERS. (a) Persons holding
stock in a fiduciary capacity shall be entitled to vote the shares so held. Persons whose stock
is pledged shall be entitled to vote, unless in the transfer by the pledgor on the books of the
corporation he or she has expressly empowered the pledgee to vote thereon, in which case
only the pledgee or his or her proxy may represent such stock and vote thereon. Shares of
its own stock belonging to the corporation or to another corporation, if a majority of the
shares entitled to vote in the election of directors of such other corporation is held by the
corporation, shall neither be entitled to vote nor counted for quorum purposes, but shares
of its stock held, directly or indirectly, by the corporation in a fiduciary capacity may be
voted by it and counted for quorum purposes.

(b)  Subject always to the specific directions of the board of directors, any share
or shares of stock issued by any other corporation and owned or controlled by the
corporation may be voted at any stockholders’ meeting of such other corporation by the
chairman of the board or the president, if he or she be present, or in his or her absence by
any vice president. Whenever, in the judgment of the chairman of the board or the
president, or in his or her absence, any vice president, it is desirable for the corporation to
execute a proxy in respect to any share or shares of stock issued by any other corporation
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and owned by the corporation, such proxy shall be executed in the name of the corporation
by the chairman of the board or the president and shall be attested by the secretary without
necessity of any authorization by the board of directors. Any person or persons designated
in the manner above stated as the proxy or proxies of the corporation shall have full right,
power and authority to vote the share or shares of stock issued by such other corporation
and owned by the corporation the same as such share or shares might be voted by the
corporation.

Section 2.14 VOTING BY BALLOT. Voting in any election of directors may, if
permitted by the certificate of incorporation, be by voice vote, and voting on any other
questions shall be by voice vote unless, in each case, the presiding officer shall order or any
stackholder shall demand that voting be by ballot.

Section 2.15 INSPECTORS. The board of directors, in advance of any meeting,
may, but need not, appoint one or more inspectors of election to act at the meeting or any
adjournment thereof. If an inspector or inspectors are not appointed, the person presiding
at the meeting may, or upon the request of any stockholder shall, appoint one or more
inspectors. In case any person who may be appointed as an inspector fails to appear or act,
the vacancy may be filled by appointment made by the directors in advance of the meeting
or at the meeting by the person presiding thereat. Each inspector, if any, before entering
upon the discharge of his or her duties, shall take and sign an oath faithfully to execute the
duties of inspector at such meeting with strict impartiality and according to the best of his
or her ability. The inspectors, if any, shall determine the number of shares of stock
outstanding and the voting power of each, the shares of stock represented at the meeting,
the existence of a quorum, the validity and effect of proxies, and shall receive votes or
ballots, hear and determine all challenges and questions arising in connection with the right
to vote, count and tabulate all votes or ballots, determine the results, and do such acts as
are proper to conduct the election or vote with fairness to all stockholders. On request of
the person presiding at the meeting, the inspector or inspectors, if any, shall make a report
in writing of any challenge, question or matter determined by the inspector or inspectors and
execute a certificate of any fact found by the inspector or inspectors.

ARTICLE 111
Directors
Section 3.1 GENERAL POWERS. The business of the corporation shall be under

the direction of its board of directors, except as otherwise provided in the certificate of
incorporation.

E A




Section 3.2 NUMBER AND QUALIFICATIONS. (a) The number of directors of
the corporation shall be not less than five nor more than thirteen or such other number as
may be determined from time to time as provided in the certificate of incorporation.

(b)  The directors of the corporation shall be divided into three classes, Class I,
Class II and Class 1II, as nearly equal in number as the then total number of directors
constituting the entire board permits with the term of office of one class expiring each year.
Directors of Class I shall hold office for an initial term expiring at the 1995 annual meeting,
directors of Class II shall hold office for an initial term expiring at the 1996 annual meeting
and directors of Class III shall hold office for an initial term expiring at the 1997 annual
meeting. Any vacancies in the board of directors for any reason, and any directorships
resulting from any increase in the number of directors, may be filled by the board of

directors, acting by a majority of the directors then in office, although less than a quorum,

and any directors so chosen shall hold office until the next election of the class for which
such directors shall have been chosen and until their successors shall be elected and
qualified. If the number of directors is changed, any increase or decrease in the number of
directors shall be apportioned among the classes so as to maintain all classes as equal in
number as possible. At each annual meeting of stockholders, the successors to the class of
directors whose term shall then expire shall be elected to hold office for a term expiring at
the third succeeding annual meeting.

(c)  Notwithstanding any other provisions of the certificate of incorporation of the
corporation or these bylaws (and notwithstanding the fact that some lesser percentage may
be specified by law, the certificate of incorporation or these bylaws of the corporation), any
director or the entire board of directors of the corporation may be removed at any time, but
only for cause and only by the affirmative vote of the holders of not less than 70% of the
outstanding shares of stock of the corporation entitled to vote generally in the election of
directors (considered for this purpose as one class) cast at an annual meeting of stockholders
or at a meeting of the stockholders called for that purpose.

Section 3.3 ELECTION AND VACANCIES. Each class of directors to be elected
shall be elected at the annual meeting of the stockholders of the corporation and shall hold
office until their successors are elected and qualified or until their earlier death, resignation
or removal. Any director may resign at any time upon written notice to the corporation.
Thereafter, directors who are elected at an annual meeting of stockholders, and directors
who are elected in the interim to fill vacancies and newly created directorships, shall hold
office until the next annual meeting of stockholders at which directors of such class are to
be elected and until their successors are elected and qualified or until their earlier death,
resignation or removal. In the interim between annual meetings of stockholders or of special
meetings of stockholders called for the election of directors and/or for the removal of one
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or more directors and for the filling of any vacancy in that connection, newly created
directorships and any vacancies in the board of directors, including vacancies resulting from
the removal of directors, may be filled by the vote of a majority of the remaining directors
then in office, although less than a quorum, or by the sole remaining director.

Section 3.4 ASSOCIATE DIRECTORS. The board of directors, from time to time,
may appoint one or more non-voting associate directors. The associate directors, who would
not be members of the board of directors, shall serve in a non-voting advisory capacity with
respect to the board of directors of the corporation, and may be invited, without obligation,
to attend the meetings of the board of directors of the corporation, without the power of
final decision in matters concerning the business of the corporation. Any listing of the
associate directors shall distinguish between them and the corporation’s board of directors
or indicate their associate status. Associate directors may receive such fees as may be
determined by the board of directors.

Section 3.5 REGULAR MEETINGS. A regular meeting of the board of directors
shall be held without other notice than this bylaw, immediately after, and at the same place
as, the annual meeting of stockholders. The board of directors may provide, by resolution,
the time and place, either within or without the State of Delaware, for the holding of
additional regular meetings without other notice than such resolution.

Section 3.6 SPECIAL MEETINGS. Special meetings of the board of directors may
be called by or at the request of the president or any director. The person or persons
calling such special meeting of the board of directors shall fix a place, either within or
without the State of Delaware, as the place for holding any special meeting of the board of
directors.

Section 3.7 NOTICE. Notice of any special meeting of the board of directors stating
the time and place of such meeting shall be given by delivery of notice not less than forty-
eight hours prior to the time of such proposed meeting by: (a) written notice delivered
personally or by mail, recognized overnight delivery service, telegraph or telecopy to each
director at his or her business or residence address or telecopy number or at any other
address or telecopy number provided by a director to the corporation; or (b) oral notice
given in person or provided to such director by telephone wherever he or she may be
located. If mailed, such notice shall be deemed to be delivered when deposited in the
United States mail, on a business day before 5:00 p.m. local time, so addressed, with postage
thereon prepaid. If notice is given by overnight delivery service, such notice will be deemed
delivered on the next business day after the date of delivery to a nationally recognized
overnight delivery service. If notice is given by telegram, such notice shall be deemed to be
delivered when the telegram is delivered to the telegraph company. If notice is given by
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telecopy, such notice shall be deemed to be delivered when sent to the telecopy number
provided to the corporation by any director and receipt is confirmed by telephone with such
director, or any adult family member, employee or agent of such director. Written notice
delivered personally and oral notice given in person or by telephone shall be deemed
delivered when so delivered or given to such director. Notice need not be given to any
director who submits a written waiver of notice signed by him or her either before or after
any meeting. The attendance of a director at any meeting shall constitute a waiver of notice
of such meeting, except where a director attends a meeting for the express purpose of
objecting, at the beginning of the meeting, to the transaction of any business because the
meeting is not lawfully called or convened. Neither the business to be transacted at, nor the
purpose of, any regular or special meeting of the board of directors need be specified in the
notice or waiver of such meeting,.

Section 3.8 QUORUM. A majority of the number of directors fixed by or
determined in accordance with these bylaws shall constitute a quorum for the transaction of
business at any meeting of the board of directors, provided, however, that if less than a
majority of such number of directors are present at said meeting, a majority of the directors
present may adjourn the meeting from time to time without further notice. A majority of
the number of directors serving on a committee of the board shall constitute a quorum for
the transaction of business at any meeting of the committee. Interested directors may be
counted in determining the presence of a quorum at a meeting of the board of directors or
of any committee thereof.

Section 3.9 MANNER OF ACTING. The vote of a majority of the directors present
at a meeting at which a quorum is present shall be the act of the board of directors or of
a committee of the board, as the case may be.

Section 3.10 ACTION WITHOUT A MEETING. Any action required or permitted
to be taken at any meeting of the board of directors or of any committee thereof may be
taken without a meeting if all the members of the board or committee, as the case may be,
consent thereto in writing, and the writing or writings are filed with the minutes of
proceedings of the board or committee.

Section 3.11 COMPENSATION. The board of directors shall have authority to
establish reasonable compensation of all directors for services to the corporation as directors,
officers or otherwise.

Section 3.12 LIABILITY FOR UNLAWFUL PAYMENT OF DIVIDEND. In case
of any willful or negligent violation of the provisions of sections 160 or 173 of the Delaware
General Corporation Law regarding the payment of dividends, any director who may have
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been absent when the same was done, or who may have dissented from the act or resolution
by which the same was done, may exonerate himself or herself from such liability by causing
his or her dissent to be entered on the books containing the minutes of the proceedings of
the directors at the time the same was done, or immediately after he or she has notice of
the same.

Section 3.13 TELEPHONE MEETINGS. Members of the board of directors, or of
any committee thereof, may participate in a meeting of the board or committee, as the case
may be, by means of a conference telephone or similar communications equipment by means
of which all persons participating in the meeting can hear each other, and such participation
shall constitute presence in person at the meeting.

Section 3.14 COMMITTEES. The board of directors may, by resolution passed by
a majority of the whole board, designate one or more committees, each committee to consist
of one or more of the directors of the corporation. Any such committee, to the extent
provided in the resolution of the board of directors, shall have and may exercise all the
powers and authority of the board of directors in the management of the business and affairs
of the corporation, to the extent permitted under the Delaware General Corporation Law.

ARTICLE IV

Executive Committee

Section 4.1 APPOINTMENT. The board of directors by resolution adopted by a
majority of the full board of directors, may designate two or more of its members to
constitute an executive committee. The designation of such committee and the delegation
thereto of authority shall not operate to relieve the board of directors, or any member
thereof, of any responsibility imposed by law.

Section 4.2 AUTHORITY. The executive committee, when the board of directors
is not in session, shall have and may exercise all of the authority of the board of directors
except to the extent, if any, that such authority shall be limited by the resolution appointing
the executive committee and except also that the executive committee shall not have the
authority of the board of directors in reference to any action for which the certificate of
incorporation or the bylaws would require approval by the vote of greater than a majority
of the number of directors as may be fixed from time to time, in the manner prescribed in
the certificate of incorporation, by the board of directors of the corporation.
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Section 4.3 TENURE AND QUALIFICATION. Each member of the executive
committee shall hold office until the next regular annual meeting of the board of directors
following his or her designation and until his or her successor is designated as a member of
the executive committee and is elected and qualified.

Section 4.4 MEETINGS. Regular meetings of the executive committee may be held
without notice at such times and places as the executive committee may fix from time to
time by resolution. Special meetings of the executive committee may be called by any
member thereof by notice stating the place, date and hour of the meeting which is delivered
not less than twenty-four hours prior to the time of such proposed meeting by: (a) written
notice delivered personally or by mail, recognized overnight delivery service, telegraph or
telecopy to each executive committee member at his or her business or residence address
or telecopy number or at any other address or telecopy number provided by an executive
committee member to the corporation; or (b) oral notice given in person or provided to such
executive committee member by telephone wherever he or she may be located. If mailed,
such notice shall be deemed to be delivered when deposited in the United States mail, on
a business day before 5:00 p.m. local time, so addressed, with postage thereon prepaid. If
notice is given by overnight delivery service, such notice will be deemed delivered on the
next business day after the date of delivery to a nationally recognized overnight delivery
service. If notice is given by telegram, such notice shall be deemed to be delivered when the
telegram is delivered to the telegraph company. If notice is given by telecopy, such notice
shall be deemed to be delivered when sent to the telecopy number provided to the
corporation by any executive committee member and receipt is confirmed by telephone with
such executive committee member, or any adult family member, employee or agent of such
executive committee member. Written notice delivered personally and oral notice given in
person or by telephone shall be deemed delivered when so delivered or given to any
executive committee members. Any member of the executive committee may waive notice
of any meeting and no notice of any meeting need be given to any member thereof who
attends in person. The notice of a meeting of the executive committee need not state the
business proposed to be transacted at the meeting.

Section 4.5 QUORUM. A majority of the members of the executive committee shall
constitute a quorum for the transaction of business at any meeting thereof and action of the
executive committee must be authorized by the affirmative vote of a majority of the
members present at a meeting at which a quorum is present.

Section 4.6 ACTION WITHOUT A MEETING. Any action that may be taken by
the executive committee at a meeting may be taken without a meeting if a consent in

writing, setting forth the action so to be taken, shall be signed by all of the members of the
executive committee before such action is taken.
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Section 4.7 VACANCIES. Any vacancy in the executive committee may be filled by
a resolution adopted by a majority of the full board of directors.

Section 4.8 RESIGNATIONS AND REMOVAL. Any member of the executive
committee may be removed at any time with or without cause by resolution adopted by a
majority of the full board of directors. Any member of the executive committee may resign
from the executive committee at any time by giving written notice to the president or
secretary, and unless otherwise specified therein, the acceptance of such resignation shall not
be necessary to make it effective. ‘

Section 4.9 PROCEDURE. The executive committee shall elect a presiding officer
from its members and may fix its own rules or procedures which shall not be inconsistent
with these bylaws.

ARTICLE V
Officers

Section 5.1 NUMBER. The officers of the corporation shall be a chairman of the
board, a president, one or more vice presidents, a secretary and a treasurer, each of whom
shall be elected by the board of directors. Such other officers, assistant officers and acting
officers as may be deemed necessary may be elected or appointed by the board of directors.
Any two or more offices may be held by the same person.

Section 5.2 ELECTION AND TERM OF OFFICE. The officers of the corporation
to be elected by the board of directors shall be elected annually by the board of directors
at the first meeting of the board of directors held after each annual meeting of the
stockholders. If the election of officers shall not be held at such meeting, such election shall
be held as soon thereafter as conveniently may be. Vacancies may be filled or new offices
created and filled at any meeting of the board of directors. Each officer shall hold office
until his or her successor shall have been duly elected and qualified or until his or her death
or until he or she shall resign or shall have been removed in the manner hereinafter
provided. Election or appointment of an officer or agent shall not of itself create contract
rights.

Section 5.3 REMOVAL. Any officer or agent elected or appointed by the board of
directors may be removed by the board of directors whenever in its judgment the best
interests of the corporation would be served thereby, but such removal shall be without
prejudice to the contract rights, if any, of the person so removed.
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Section 5.4 VACANCIES. A vacancy in any office because of death, removal,
disqualification or otherwise, may be filled by the board of directors for the unexpired
portion of the term of such office.

Section 5.5 THE CHAIRMAN OF THE BOARD. The chairman of the board shall
preside at all meetings of the stockholders and of the board of directors and exercise such
other powers and perform such duties as the board of directors shall lawfully authorize.

Section 5.6 THE PRESIDENT. The president shall act as the chief executive officer
of the corporation and, in the absence of the chairman of the board, the president shall
preside at all meetings of the stockholders and of the board of directors. He or she shall,
~with the secretary, execute all contracts and instruments which the board of directors shall
lawfully authorize. The president shall exercise a general supervision and direction of the
affairs of the corporation.

Section 5.7 VICE PRESIDENTS. Each vice president shall assist the president as
he or she may direct in exercising general supervision and direction of the affairs of the
corporation. Any vice president shall, with the secretary, in the absence of the president,
execute all contracts and instruments which the board of directors shall lawfully authorize.

Section 5.8 THE SECRETARY. The secretary shall: (a) keep the minutes of the
stockholders’ and of the board of directors’ meetings in one or more books provided for that
purpose; (b) see that all notices are duly given in accordance with the provisions of these
bylaws or as required by law; (c) be custodian of the corporate records; (d) keep a register
of the post office address of each stockholder which shall be furnished to the secretary by
such stockholder; (e) have general charge of the stock transfer books of the corporation; and
(f) in general, perform all duties incident to the office of secretary and such other duties as
from time to time may be assigned to the secretary by the president or by the board of
directors.

Section 5.9 THE TREASURER. If required by the board of directors, the treasurer
shall give a bond for the faithful discharge of his or her duties in such sum and with such
surety or sureties as the board of directors shall determine. He or she shall: (a) have
charge and custody of and be responsible for all funds and securities of the corporation;
receive and give receipts for monies due and payable to the corporation from any source
whatsoever, and deposit all such monies in the name of the corporation in such banks, trust
companies or other depositories as shall be selected in accordance with the provisions of
Article VI of these bylaws; and (b) in general perform all of the duties incident to the office
of treasurer and such other duties as from time to time may be assigned to him or her by
the president or by the board of directors.
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Section 5.10 OTHER OFFICERS, ASSISTANTS AND ACTING OFFICERS. The
board of directors shall have the power to appoint other officers than those specifically
named in this Article as it may deem necessary from time to time, and such other officers
shall have the powers and duties as from time to time may be granted or assigned to them
by the board of directors. The board of directors shall also have the power to appoint
assistant officers and acting officers to act in such capacity and as assistant to any officer, or
to perform the duties of such officer whenever for any reason it is impracticable for such
officer to act personally, and such assistant or acting officer so appointéd by the board of
directors shall have the power to perform all the duties of the office to which he or she is
so appointed to be assistant, or as to which he or she is so appointed to act, except as such
power may be otherwise defined or restricted by the board of directors.

Section 5.11 SALARIES. The salaries of the officers shall be fixed from time to time
by the board of directors and no officer shall be prevented from receiving such salary by
reason of the fact that he or she is also a director of the corporation.

ARTICLE VI

Written Instruments, Loans,
Checks and Deposits

Section 6.1 WRITTEN INSTRUMENTS. Subject always to the specific directions
of the board of directors, all deeds and mortgages made by the corporation to which the
corporation shall be a party shall be executed in its name by the president or any vice
president and attested by the secretary. All other written contracts and agreements to which
the corporation shall be a party shall be executed in its name by the president or any vice
president or such other officer as may be designated by the board of directors.

Section 6.2 LOANS. No loans shall be contracted on behalf of the corporation and
no evidences of indebtedness shall be issued in its name unless authorized by a resolution
of the board of directors. Such authority may be general or confined to specific instances.

Section 6.3 CHECKS AND DRAFTS. All checks, drafts or other orders for the
payment of money, notes or other evidences of indebtedness issued in the name of the
corporation, shall be signed by such officer or officers, agent or agents of the corporation
and in such manner as shall from time to time be determined by resolution of the board of
directors.
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Section 6.4 DEPOSITS. All funds of the corporation not otherwise employed shall
be deposited from time to time to the credit of the corporation in such banks, trust
companies or other depositories as the board of directors may select.

ARTICLE VII

Certificates for Shares of
Capital Stock and Their Transfer

Section 7.1 CERTIFICATES FOR SHARES OF CAPITAL STOCK. Certificates
representing shares of stock of the corporation shall be in such form as may be determined
by the board of directors. Such certificates shall be signed by the president or any vice
president and the secretary or an assistant secretary. If any such certificate is manually
countersigned by a transfer agent other than the corporation or its employee, any other
signature on the certificate may be a facsimile. In case any officer, transfer agent or
registrar who has signed or whose facsimile signature has been placed upon such certificate
shall have ceased to be such officer, transfer agent or registrar before such certificate is
issued, it may be issued by the corporation with the same effect as if he or she were such
officer, transfer agent or registrar at the date of issue. All certificates for shares of stock
shall be consecutively numbered or otherwise identified. The name of the person to whom
the shares represented thereby are issued, with the number of shares and date of issue, shall
be entered on the books of the corporation. All certificates surrendered to the corporation
for transfer shall be cancelled and no new certificates shall be issued until the former
certificate for a like number of shares shall have been surrendered and cancelled, except that
in case of a lost, destroyed or mutilated certificate a new certificate may be issued therefor
upon such terms and indemnity to the corporation as the board of directors may prescribe.

Section 7.2 TRANSFER OF SHARES OF STOCK. Transfers of shares of stock of
the corporation shall be made on the books of the corporation by the holder of record
thereof or by his or her legal representative, who shall furnish proper evidence of authority
to transfer, or by his or her attorney thereunto authorized by power of attorney duly
executed and filed with the secretary of the corporation, and on surrender for cancellation
of the certificate for such shares. The person in whose name shares of stock stand on the
books of the corporation shall be deemed the owner thereof for all purposes as regards the
corporation.

Section 7.3 TRANSFER AGENTS AND REGISTRARS. The board of directors may

appoint one or more transfer agents or assistant transfer agents and one or more registrars
of transfers, and may require all certificates for shares of stock of the corporation to bear
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the signature of a transfer agent or assistant transfer agent and a registrar of transfers. The
board of directors may at any time terminate the appointment of any transfer agent or any
assistant transfer agent or any registrar of transfers.

ARTICLE VIII
Indemnification

Section 8.1 DIRECTORS AND OFFICERS. (a) The corporation shall indemnify any
person who was or is a party or is threatened to be made party to any threatened, pending
or completed action, suit or proceeding, whether civil, criminal, administrative or
investigative (other than an action by or in the right of the corporation) by reason of the fact
that he or she is or was a director or officer of the corporation, or is or was serving at the
request of the corporation as a director or officer of another corporation, partnership, joint
venture, trust or other enterprise, against expenses (including attorneys’ fees), judgments,
fines and amounts paid in settlement actually and reasonably incurred by him or her in
connection with such action, suit or proceeding if he or she acted in good faith and in a
manner he or she reasonably believed to be in or not opposed to the best interests of the
corporation, and, with respect to any criminal action or proceeding, had no reasonable cause
to believe his or her conduct was unlawful. The termination of any action, suit or
proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere
or its equivalent, shall not, of itself, create a presumption that the person did not act in good
faith and in a manner which he or she reasonably believed to be in or not opposed to the
best interests of the corporation, and, with respect to any criminal action or proceeding, had
reasonable cause to believe that his or her conduct was unlawful.

(b)  The corporation shall indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action or suit by or
in the right of the corporation to procure a judgment in its favor by reason of the fact that
he or she is or was a director or officer of the corporation, or is or was serving at the
request of the corporation as a director or officer of another corporation, partnership, joint
venture, trust or other enterprise against expenses (including attorneys’ fees) actually and
reasonably incurred by him or her in connection with the defense or settlement of such
action or suit if he or she acted in good faith and in a manner he or she reasonably believed
to be in or not opposed to the best interests of the corporation, and except that no
indemnification shall be made in respect of any claim, issue or matter as to which such
person shall have been adjudged to be liable to the corporation unless and only to the extent
that the Court of Chancery of the State of Delaware or the court in which action or suit was
brought shall determine upon application that, despite the adjudication of liability but in
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view of all the circumstances of the case, such person is fairly and reasonably entitled to
indemnity for such expenses which the Court of Chancery of the State of Delaware or such
other court shall deem proper.

(¢)  To the extent that any person referred to in paragraphs (a) and (b) of this
Section 8.1 has been successful on the merits or otherwise in defense of any action, suit or
proceeding referred to therein or in defense of any claim, issue or matter therein, he or she
shall be indemnified against expenses (including attorneys’ fees) actually and reasonably
incurred by him or her in connection therewith.

(d)  Any indemnification under paragraphs (a) and (b) of this Section 8.1 (unless
ordered by a court) shall be made by the corporation only as authorized in the specific case
upon a determination that indemnification of the director or officer is proper in the
circumstances because he or she has met the applicable standard of conduct set forth in
paragraphs (a) and (b) of this Section 8.1. Such determination shall be made (i) by the
board of directors by a majority vote of a quorum consisting of directors who were not
parties to such action, suit or proceeding or (ii) if such quorum is not obtainable, or, even
if obtainable a quorum of disinterested directors so directs, by independent legal counsel in
a written opinion, or (iii) by the stockholders.

(e)  Expenses (including attorneys’ fees) incurred in defending any civil, criminal,
administrative or investigative action, suit or proceeding may be paid by the corporation in
advance of the final disposition of such action, suit or proceeding upon receipt of an
undertaking by or on behalf of such director or officer to repay such amount if it shall
ultimately be determined that he or she is not entitled to be indemnified by the corporation
as provided in this Section 8.1. Such expenses (including attorneys’ fees) incurred by other
employees and agents may be so paid upon such terms and conditions, if any, as the board
of directors deems appropriate.

(f)  The indemnification and advancement of expenses provided by or granted
pursuant to this Section 8.1 shall not be deemed exclusive of any other rights to which those
seeking indemnification or advancement of expenses may be entitled under any bylaw,
agreement, vote of stockholders or disinterested directors or otherwise, both as to action in
his or her official capacity and as to action in another capacity while holding such office.

(g)  The corporation shall have power to purchase and maintain insurance on
behalf of any person who is or was a director, officer, employee or agent of the corporation,
or is or was serving at the request of the corporation as a director, officer, employee or
agent of another corporation, partnership, joint venture, trust or other enterprise, against
any liability asserted against him or her and incurred by him or her in any such capacity, or
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arising out of his or her status as such, whether or not the corporation would have the power
to indemnify him or her against such liability under the provisions of this Section 8.1.

(h)  For purposes of this Section 8.1, references to "other enterprises” shall include
employee benefit plans; references to "fines” shall include any excise taxes assessed on a
person with respect to an employee benefit plan; and references to "serving at the request
of the corporation” shall include any service as a director, officer, employee or agent of the
corporation which imposes duties on, or involves services by, such director, officer, employee,
or agent with respect to an employee benefit plan, its participants, or beneficiaries; and a
person who acted in good faith and in a manner he or she reasonably believed to be in the
interest of the participants and beneficiaries of an employee benefit plan shall be deemed
to have acted in a manner "not opposed to the best interests of the corporation” as referred
to in this Section 8.1. '

(i) The indemnification and advancement of expenses provided by, or granted
pursuant to, this Section 8.1 shall, unless otherwise provided when authorized or ratified,
continue as to a person who has ceased to be a director, officer, employee or agent and shall
inure to the benefit of the heirs, executors and administrators of such a person.

() Unless otherwise determined by the board of directors, references in this
section to "the corporation” shall not include in addition to the resulting corporation, any
constituent corporation (including any constituent of a constituent) absorbed in a
consolidation or merger which, if its separate existence had continued, would have had
power and authority to indemnify its directors, officers, and employees or agents, so that any
person who is or was a director, officer, employee or agent of such constituent corporation,
or is or was serving at the request of such constituent corporation as a director, officer,
employee or agent of another corporation, partnership, joint venture, trust or other
enterprise, shall stand in the same position under this section with respect to the resulting
or surviving corporation as he or she would have with respect to such constituent
corporation if its separate existence had continued.

Section 8.2 EMPLOYEES AND AGENTS. The board of directors may, by
resolution, extend the indemnification provisions of the foregoing Section 8.1 to any person
who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding by reason of the fact that he or she is or was an
employee or agent of the corporation, or is or was serving at the request of the corporation

as an employee or agent of another corporation, partnership, joint venture, trust or other
enterprise.
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ARTICLE IX
Fiscal Year

Section 9.1 The fiscal year of the corporation shall end on December 31 or on such
other date as the board of directors may from time to time determine by resolution.

ARTICLE X
Dividends

Section 10.1 The board of directors may from time to time declare, and the
corporation may pay, dividends on its outstanding shares of stock in the manner and upon
the terms and conditions provided by law and its certificate of incorporation.

ARTICLE X1

Seal
Section 11.1 The corporation shall have a corporate seal which shall be in the form
of a circle and shall have inscribed thereon the name of the corporation and the words
"Corporate Seal, Delaware."

ARTICLE XII
Waiver of Notice

Section 12.1 Whenever any notice whatsoever is required to be given under any
provision of these bylaws or of the certificate of incorporation or of the General Corporation
Law of the State of Delaware, a written waiver thereof, signed by the person entitled to
notice, whether before or after the time stated therein, shall be deemed equivalent to notice.
Attendance of a person at a meeting shall constitute a waiver of notice of such meeting,
except when the person attends a meeting for the express purpose of objecting, at the
beginning of the meeting, to the transactions of any business because the meeting is not
lawfully called or convened. Neither the business to be transacted at, nor the purpose of,
any regular or special meeting of the stockholders or directors or any committee need be
specified in any written waiver of notice.

20



ARTICLE XIII
Amendments

Section 13.1 These bylaws may not be altered, amended, changed or repealed unless
such alteration, amendment, change or repeal shall have received: (a) the affirmative vote
of not less than 66%:% of the number of directors as may be fixed from time to time, in the
manner prescribed in the certificate of incorporation, by the board of directors of the
corporation, or the written consent of all of such directors; or (b) the affirmative vote of the
holders of shares having at least 70% of the voting power of all outstanding capital stock of
the corporation entitled to vote thereon.
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SUBSCRIPTION LETTER

TO: South Pointe Financial Corporation
925 West Main
Carbondale, Illinois 62901
Attn:  Mr. Olie L. Musgrave, President

FROM:

(Subscriber)

Address:

Telephone number:

Number of shares of common stock subscribed for:

Number of shares of series B preferred stock subscribed for:

Purchase price for all subscribed shares: $

Pursuant to the Company’s Offering Circular dated | , 2005, I hereby subscribe for the
number of shares of common stock of South Pointe Financial Corporation indicated above at a purchase
price of $22.00 per share and/or the number of shares of series B preferred stock of the Company
indicated above at a purchase price of $22.00 per share. 1hereby agree to purchase that number of shares
of common stock and that number of shares of series B of preferred stock as set forth on the Company’s
acceptance page hereto each at a purchase price of $22.00 per share, which page will be returned to me
only if all or part of my subscription is accepted by the Company.

Enclosed herewith is a check, draft or money order payable to South Pointe Financial
Corporation for the full amount of the purchase price. I understand that this Subscription Letter is not
binding on the Company unless and until it is accepted by the Company in its sole and absolute discretion
and that in the event this Subscription Letter is not accepted by the Company this Subscription Letter
shall be null and void and the funds enclosed herewith will be returned to me in full and without interest
or deduction. I also understand that the Company reserves the right prior to the issuance of any shares to
cancel and previously accepted subscription for any reason and to return the funds enclosed herewith to
me without interest or deduction. I understand that if accepted this Subscription Letter will be binding
upon my heirs, executors, administrators, successors, legal representatives and assigns, and may not be
canceled, terminated or revised by me.

I understand that if my subscription is accepted the Company will place the payment for my
shares in escrow with The Bank of Carbondale, Carbondale, Illinois. While in escrow, my funds will not
earn interest. 1 understand that funds will not be released from escrow and the Company will not issue
shares unless (1) the Kentucky Office of Financial Institutions decides to grant a charter to South Pointe
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Bank of Kentucky, (2) the FDIC decides to issue deposit insurance to South Point Bank of Kentucky, (3)
the Federal Reserve decides to approve the Company’s ownership of South Pointe Bank of Kentucky, (4)
the Company accepts subscriptions for at least $4,700,000 and (5) the Company decides to close the
offering.

Prior to signing this Subscription Letter, I have received, read and understood the Offering
Circular, including all of the “Risk Factors” contained therein. In evaluating the suitability of an
investment in the Company, I have not relied upon any representations or other information (oral or
written) other than as set forth in the Offering Circular. I acknowledge I fully understand the nature of
my investment in the shares and that it may be difficult or impossible to sell or dispose of the shares
because there will be no public market in the foreseeable future. Before executing this Subscription
Letter I have consulted with my own financial, tax, accounting and legal advisors about my subscription
and the consequences thereof and the risks associated therewith.

I am able to bear the economic risk and lack of liquidity of an investment in the Company and am
able to bear the risk of loss of my entire investment in the Company.

I understand that the shares are not deposits and are not insured by the federal deposit
insurance corporation or any other gevernmental agency.

I wish to own my shares as follows [check onej:
Separate or individual property.

Joint tenants with right of survivorship (both parties must sign all required
documents).

Tenants by the entireties (husband and wife only; both spouses must sign all
required documents; available in only certain states).

Tenants in common (both parties must sign all required documents).
Trust (trustee must sign; include name of trust and date trust was formed).

Partnership (general partner must sign; include a copy of provisions of
partnership agreement authorizing investment and signature).

Limited liability company (include a copy of provisions of operating agreement
and other documents authorizing investment and showing authority of signing

party).
Corporation (President or a Vice President must sign).

Other (indicate):
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My Social Security number or employer identification number is as follows:
or
SOCIAL SECURITY NUMBER  EMPLOYER IDENTIFICATION NUMBER

I hereby certify that I [check one] O AM O AM NOT subject to backup withholding under the
provisions of Section 3406(a)(1) of the Code.

Note: You are subject to a backup withholding on reportable payments (including proceeds from the
redemption of securities) if: (a) you fail to furnish your taxpayer identification number to the Company,
or (b) the internal revenue services notifies the Company that you furnished an incorrect taxpayer
identification number, or (c) you are notified by the Internal Revenue Services that you are subject to
backup withholding, or (d) you fail to certify to the Company that you are not subject to backup
withholding.

Under penalties of perjury, I certify that the information provided in the above Request for Tax
Identification Number is true, correct and complete.

FOR EXECUTION BY INDIVIDUAL PURCHASERS:

Signature of Prospective Signature of Prospective
Purchaser Co-Purchaser
Please print name Please print name
Executed at: on ,20
(City, State) (Date)
FOR EXECUTION BY CORPORATIONS, PARTNERSHIPS, TRUSTS
OR OTHER PURCHASERS:
Name of Entity (please print)
By: .
Signature of person making Please print name
decision on behalf of the
entity Title:
Executed at: on ,20
(City, State) (Date)
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ACCEPTANCE BY COMPANY

The above subscription is hereby accepted for shares of common stock and
shares of series B preferred stock.

SOUTH POINTE FINANCIAL CORPORATION

Date: By:

Name:

Title:
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OLIE L. MUSGRAVE
EMPLOYMENT AGREEMENT

This Employment Agreement (this "Agreement") is made and entered into as of the 19th
day of September, 1994, by and between SOUTH POINTE FINANCIAL CORPORATION,
a Delaware corporation ("SPF"), and OLIE L. MUSGRAVE ("Olie").

RECITALS

A. Olie is serving as the President and Chief Executive Officer of SPF and will also
serve in such capacity at SPF’s wholly-owned subsidiary, South Pointe Bank (the "Bank").

B. SPF and Olie have made commitments to each other on a variety of important
issues concerning his employment, including the performance that will be expected of him, the
compensation that he will be paid, how long and under what circumstances he will remain

employed, and the financial details relating to any decision that either Olie or SPF might ever
make to terminate this Agreement.

C. SPF and Olie believe that the commitments they have made to each other should
be memorialized in writing, and that is the purpose of this Agreement.

THEREFORE, SPF and Olie agree as follows:

AGREEMENTS

1. Emplovment. (a) SPF and Olie each confirm that Olie will serve as the
President and the Chief Executive Officer of each of SPF and the Bank in accordance with the
terms of this Agreement commencing with the date that SPF and the Bank have received all

regulatory approvals necessary for the Bank to commence banking operations (the "Effective
Date").

(b) Duties. Olie’s duties, authority and responsibilities as the President and
the Chief Executive Officer of SPF and the Bank include all duties, authority and responsibilities
customarily held by the highest ranking officer of comparable banks and bank holding
companies, subject always to the charter and bylaw provisions and the policies of SPF and the
directions of its Board of Directors (the "Board"), and where applicable, of the Bank.

{c) Care and Lovalty. Olie will devote his best efforts and full business
time, energy, skills and attention to the business and affairs of SPF and the Bank, and will
faithfully and loyally discharge his duties to SPF and the Bank.
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2. Compensation. SPF will compensate Olie for his services as follows during the
term of this Agreement and his employment hereunder:

(a) Base Compensation. Olie will receive a base salary at the annual rate of
$55,000 for the first calendar year of the Bank’s operation. The Board will review Olie’s base
salary annually during the term of this Agreement to determine whether it should be maintained
at its existing level or increased. Olie’s annual base salary after such first year will not be lower

than his base salary for the immediately preceding year. Such base salary shall be paid bi-
weekly.

(b) Performance Bonus. Olie and the Board will establish mutually

acceptable performance criteria and will also establish the amount of the bonus that Olie will
receive for that year if he meets the performance criteria.

(© Stock Options. At the end of the first full year of the Bank’s operations,
Olie shall receive from SPF an option to purchase an amount of shares of common stock of SPF
equal to 3% of the number of issued and outstanding shares of common stock as of the end of
such year; provided, however, that the number of such option shares shall not exceed 12,000.
Such option shares shall have an exercise price and shall vest in accordance with the terms of
the 1994 Stock Incentive Plan adopted by the board of directors of SPF.

(d) Reimbursement of Expenses. SPF will reimburse Olie for all travel,
entertainment and other out-of-pocket expenses that he reasonably and necessarily incurs in the
performance of his duties. Olie will document these expenses to the extent necessary to comply
with all applicable laws and internal policies.

(e) Other Benefits. Olie will be entitled to participate in all plans and
benefits that are made available to the senior executives of SPF or the Bank generally.

9 Vacations. Olie will receive at least three weeks of paid vacation
annually, subject to the general vacation policy of SPF and the Bank.

- (g) Withholding. Olie acknowledges that SPF or the Bank, as appropriate,

may withhold any applicable federal, state or local withholding or other taxes from payments
‘that become due to him.

(h) Allocations. Olie and SPF intend that Olie will be a dual employee of SPF
and the Bank, and that Olie will be devoting substantial time and attention to the affairs of the
Bank in his capacity as the Bank’s President and Chief Executive Officer. SPF may allocate to
the Bank any portion of Olie’s salary, cash bonus and other compensation and bernefits that SPF
and the Bank deem to be a lawful and appropriate allocation, but no such allocation will relieve
SPF of any of its obligations to Olie under this Agreement.
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3. Term and Termination.

(@) Term and Automatic Renewal. The term of this Agreement and Olie’s
employment hereunder will be two years commencing as of the Effective Date. This Agreement
and the term of Olie’s employment hereunder will automatically renew for one additional year
on each anniversary of the Effective Date unless this Agreement and Olie’s employment
hereunder are terminated in accordance with the provisions of this Section 3. Upon the
termination of Olie’s employment in accordance with the provisions of this Section 3, Olie shall
concurrently resign from the board of directors of SPF and the Bank.

(b)  Termination Without Cause. Except as otherwise provided in this
Agreement, either SPF or Olie may terminate this Agreement and Olie’s employment hereunder
for any reason by delivering written notice of termination to the other party no less than 90 days
before the effective date of termination, which date will be specified in the notice of termination.

(0 Termination for Cause. SPF may terminate this Agreement and Olie’s
employment hereunder for Cause by delivering written notice of termination to Olie no less than
30 days before the effective date of termination. "Cause” for termination will exist if Olie: (i)
engages in one or more unsafe and unsound banking practices or violations of a law, regulation
or written policy of SPF or the Bank, which individually or together have or threaten to have
a material and adverse effect on the financial condition of SPF or the Bank; (i) engages in a
deliberate act of dishonesty involving the affairs of SPF or the Bank or commits a wilful and
material violation of his {iduciary duties to SPF or the Bank; (iii) is removed or suspended from
banking pursuant to Section 8(e) of the Federal Deposit Insurance Act or any other applicable
state or federal law; (iv) commits a material breach of his obligations under this Agreement and
fails to cure the breach within 30 days after SPF gives Olie written notice of the breach; (v) fails
or refuses to perform the reasonable duties of his office or such other reasonable duties as may
be assigned to him by the Board; (vi) knowingly engages in illegal conduct materially
detrimental to the interests of SPF or the Bank; (vii) improperly discloses material, confidential
information of SPF or the Bank; (viii) knowingly acts in any way that has a direct, substantial
and adverse effect on the business or reputation of SPF or the Bank; (ix) is convicted of a
felony; (x) knowingly engages in any unethical business practice; (xi) becomes disabled as
described in Section 3(f) and is unable to perform his duties with the requisite level of skill and
competence for a period of six consecutive months; or (xii) fails for any reason within 48 hours
after receipt of written notice from SPF to correct, cease or otherwise alter any action or
omission to act that in the reasonable opinion of the Board adversely affects, or is likely to affect
adversely, the business or operations of SPF or the Bank. SPF will specify the factual and legal
basis for its belief that Cause for termination exists in the notice of termination. If Olie so
-requests, SPF will provide Olie with a reasonable opportunity prior to the .effective date of
termination to cure any correctable violation of law, regulation, policy or duty that SPF has
specified in the notice of termination, and to appear before the Board and any applicable
governmental authority to dispute any facts that are alleged to constitute Cause for termination.
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(d) Constructive Discharge. If Olie is ever Constructively Discharged, he
may terminate this Agreement and his employment hereunder by delivering written notice to SPF
no later than 30 days before the effective date of termination. "Constructive Discharge" means
the occurrence of any one or more of the following: (i) Olie is not reelected to or is removed
as President and Chief Executive Officer of SPF or the Bank; or (ii) SPF fails to vest Olie with
or removes from him the duties, responsibilities, authority or resources that he reasonably needs
to competently perform his duties as the President and the Chief Executive Officer of SPF and
the Bank; or (iii) SPF notifies Olie pursuant to Section 3(b) that it is terminating this Agreement;
or (iv) SPF changes the primary location of Olie’s employment to a place that is more than 25
miles from Marion, Illinois; or (v) SPF otherwise commits a material breach of its obligations

under this Agreement and fails to cure the breach within 30 days after Olie gives SPF written
notice of the breach.

(e) Termination upon Change of Control. Olie may terminate this
Agreement and his employment hereunder after a Change of Control (as defined below) if within
two years thereof there shall be a change in the location of Olie’s employment which would
require relocation of his primary residence or a change in the nature or scope of his authorities
or duties from those exercised or performed by him immediately prior to such Change of
Control, a reduction in total compensation, pension benefits or fringe benefits or a reasonable
determination is made by Olie that, as a result of such Change of Control and a change in
circumstances thereafter significantly affecting his position, he is unable to exercise the
authorities, powers, functions or duties attached to his position with either SPF or the Bank.

(i) A "Change of Control” will be deemed to have occurred if: (1) any
person (as such term is defined in Section 13(d) or 14(d) of the Securities Exchange Act
of 1934, as amended (the "1934 Act")) acquires beneficial ownership (within the meaning
of Rule 13d-3 promulgated under the 1934 Act) of 33% or more of the combined voting
power of the then outstanding voting securities of SPF or the Bank; (2) the individuals
who were members of the Board on the Effective Date (the "Current Board Members")
cease for any reason to constitute a majority of the Board of SPF or its successor;
however, if the election or the nomination for election of any new director of SPF or its
successor is approved by a vote of a majority of the individuals who are Current Board
Members, such new director shall, for the purposes of this Section 3(e)(i), be considered
a Current Board Member; or (3) SPF’s stockholders approve (A) a merger or
consolidation of SPF or the Bank and the stockholders of SPF immediately before such
merger or consolidation do not, as a result of such merger or consolidation, own, directly
or indirectly, more than 67% of the combined voting power of the then outstanding
voting securities of the entity resulting from such merger or consolidation in substantially
the same proportion as their ownership of the combined voting power of the outstanding
securities of SPF immediately before such merger or consolidation; or (B) a complete
liquidation or dissolution or an agreement for the sale or other disposition of all or
substantially all of the assets of SPF or the Bank.
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(ii) Notwithstanding and in lieu of Section 3(e)(i), a Change of Control
will not be deemed to have occurred: (1) solely because 33 % or more of the combined
voting power of the then outstanding voting securities of SPF are acquired by (A) a
trustee or other fiduciary holding securities under one or more employee benefit plans
maintained for employees of SPF or the Bank; (B) any person pursuant to the will or
trust of any existing stockholder of SPF, or who is a member of the immediate family
of such stockholder; or (C) any corporation which, immediately prior to such acquisition,
is owned directly or indirectly by the stockholders in the same proportion as their
ownership of stock immediately prior to such acquisition; or (2) if Olie agrees in writing
to waive a particular Change of Control for the purposes of this Agreement.

) Termination upon Disabilitv. Notwithstanding any other provision of this
Agreement, SPF will not terminate this Agreement and Olie’s employment hereunder if Olie
becomes disabled within the meaning of SPF’s then current employee disability program or, at
SPF’s election, as determined by a physician selected by SPF, unless as a result of such
disability, Olie is unable to perform his duties with the requisite level of skill and competence

for a period of six consecutive months. Thereafter, SPF may terminate this Agreement in
accordance with Section 3(c).

()¢ Termination upon Death. This Agreement will terminate if Olie dies
during the term of this Agreement, effective on the date of his death. Any payments that are
owing to Olie under this Agreement or otherwise at the time of his death will be made to
whomever Olie may designate in writing as his beneficiary, or absent such a designation, to the
executor or administrator of his estate.

(h) Severance Benefits.

(1) If this Agreement and Olie’s employment hereunder are terminated:

1) without Cause pursuant to Section 3(b);

2) by reason of Olie’s Constructive Discharge pursuant to
Section 3(d); or

(3 voluntarily or involuntarily pufsuant to the provisions of
Section 3(e) after a Change of Control;

then SPF will pay Olie an amount equal to two times the sum of his then applicable
annual base salary, plus the amount of the most recent performance bonus that SPF
awarded to Olie pursuant to Section 2(b) (collectively, the "Severance Payment"). If the
effective date of termination occurs before the last day of the then current term, the
Severance Payment will also include the value of the contributions that would have been
made to Olie or for his benefit under all applicable retirement and other employee benefit
plans had he remained in SPF’s employ through the last day of the then current term.
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In addition to such Severance Payment, SPF will also continue to provide Olie and his
dependents, at the expense of SPF, with continuing coverage under all existing life,

health and disability programs for a period of one year following the effective date of
termination.

(i)  Ifthis Agreement and Olie’s employment hereunder are terminated:
(1) with Cause pursuant to Section 3(c); or

2) pursuant to Section 3(g) because of Olie’s death;

then SPF will not be obligated to make any Severance Payment to Olie.

(iif)  All payments that become due to Olie under this Section 3(h) will
be made in equal monthly installments unless SPF elects to make those payments in one
lump sum. SPF will be obligated to make all payments that become due to Olie under
this Section 3(h) whether or not he obtains other employment following termination or
takes steps to mitigate any damages that he claims to have sustained as a result of
termination. The payments and other benefits provided for in this Section 3(h) are
intended to supplement any compensation or other benefits that have accrued or vested
with respect to Olie or his account as of the effective date of termination.

(iv)  SPF may elect to defer any payments that may become due to Olie
under this Section 3(h) if, at the time the payments become due, SPF is not in
compliance with any regulatory-mandated minimum capital requirements or if making the
payments would cause SPF’s capital to fall below such minimum capital requirements.
In this event, SPF will resume making the payments as soon as it can do so without
violating such minimum capital requirements.

4, Confidentiality and Conduct.

(a)  Confidential Information. Olie acknowledges that the nature of his employment
will require that he produce and have access to records, data, trade secrets and information that
are not available to the public regarding SPF and its subsidiaries and affiliates ("Confidential
Information"). Olie will hold in confidence and not directly or indirectly disclose any
Confidential Information to third parties unless disclosure becomes reasonably necessary in
connection with Olie’s performance of his duties hereunder, or the Confidential Information
lawfully becomes available to the public from other sources, or he is authorized in writing by
SPF to disclose it, or he is required to make disclosure by a law or pursuant to the authority of
any administrative agency or judicial body. All Confidential Information and all other records,
files, documents and other materials or copies thereof relating to SPF’s business that Olie
prepares or uses will always be the sole property of SPF. At the termination of Olie’s
employment hereunder for any reason whatsoever, Olie shall return to SPF the original and all
copies of correspondence, memoranda, papers, files, records and other materials which may

6
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have been entrusted to him, or which may have come into his possession and which he then
possesses, and which relate to the business of SPF or any of its subsidiaries. At no time will
Olie copy or otherwise duplicate for his personal use or gain, or remove from the offices of SPF

or any of its subsidiaries, except temporarily in the performance of his duties hereunder, any
such correspondence, memoranda, papers, records, files or other materials.

(b) Corporate Opportunities and Cooperation. While in the employ of SPF or any
of its subsidiaries, Olie shall promptly disclose to management all information, opportunities,
developments and other matters coming to Olie’s attention and which pertain or are relevant to
the operation of the business of SPF or any of its subsidiaries or to any material aspect thereof;
Olie will promptly communicate, fully cooperate and in all respects, deal fairly and openly with
management and all other officers and employees of SPF or any of its subsidiaries; and, in
general, to the best of his abilities, Olie will assist in the efficient and profitable

ient and table operation of the

business and orderly conduct of the affairs of SPF and its subsidiaries.

3. Non-Competition Covenant.

(a) Restrictive Covenant. SPF and Olie have jointly reviewed the proposed
operations of SPF and agree that SPF’s primary service area for the lending and deposit
activities of its subsidiaries will encompasses a 25 mile radius from the offices of SPF or its
subsidiaries. During the period of his employment hereunder and for a period of one year
thereafter (but in no event for less than two years from the date of this Agreement in the event
of earlier termination of Olie’s employment hereunder for whatever cause), Olie agrees that he
will not directly or indirectly: (i) within 25 miles of any office of SPF or its subsidiaries,
compete with SPF or any of its subsidiaries; or (ii) have any beneficial ownership interest or
creditor position convertible to an ownership interest in any corporation (other than 5% or less
of the capital stock of a corporation, the stock of which is listed or admitted to trading on a
national securities exchange or established over-the-counter market) partnership, firm,

association or business which is a customer, competitor or supplier of SPF or any of its
subsidiaries.

(b) For the purposes of Section 5(a):

)] "Compete” means directly or indirectly owning, managing,
operating or controlling 2 Competitor, or directly or indirectly serving as an employee, officer
or director of or a consultant to a Competitor, or soliciting or inducing any employee or agent
of SPF to terminate employment with SPF and become employed by a Competitor.

(ii) "Competitor” means any person, firm, partnership, corporation,
trust or other entity that owns, controls or is a bank, savings and loan association, credit union
or similar financial institution that is physically located and conducts substantial lending and

deposit taking activities within a 25 mile radius of the any office of SPF or any of its
subsidiaries.
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() Successors. In the event that a successor to SPF or the Bank succeeds to
or assumes SPF’s rights and obligations under this Agreement, Section 5(a) will apply only to
the offices of SPF or its subsidiaries as they existed immediately before the succession or
assumption occurred and will not apply to any of the successor’s other offices.

(d) Injunctive Relief. Olie agrees that a violation of this Section 5 would
result in direct, immediate and irreparable harm to SPF, and in such event, agrees that SPF, in

addition to its other rights and remedies, would be entitled to injunctive relief enforcing the
terms and provisions of this Section 5.

6. Tender Right.

(a)  Exercise of Tender Right. Olie, Olie’s spouse with respect to any shares
of SPF ("Shares") formerly owned by Olie and his spouse in joint tenancy immediately prior to
Olie’s death or the personal representative of either (the "Tendering Party"), shall have the right,
exercisable within 180 days of either Olie’s death or the effective date of the termination of
Olie’s employment with SPF pursuant to any of the provisions of Section 3 other than the
termination of such employment "for cause” as defined in Section 3(c), to tender any or all of
the Shares then held by such Tendering Party (the "Subject Shares™) to SPF for purchase at the
purchase price and on the terms set forth in this Section (the "Tender Right"). The Tender
Right may be exercised by delivering to SPF by registered or certified mail, postage prepaid,
at its address set forth below written notice of such intention to tender a specified number of the
Subject Shares to SPF for purchase (the "Tender Notice"). Upon proper exercise of the Tender
Right and subject to the prior receipt of any necessary regulatory approvals, which SPF hereby
agrees to diligently pursue, SPF hereby agrees to purchase all of the Shares identified in the
Tender Notice at the purchase price and on the terms set forth in this Section 6.

(b)  Purchase Price. The purchase price to be paid for the Shares which are
the subject of the Tender Notice shall be equal to the value of such Shares as determined by a
qualified appraiser of financial institutions, at Olie’s expense.

(c) Deliveries. The purchase price for any Shares purchased pursuant to the
provisions of this Section 6 shall be paid by delivery to the Tendering Party at the closing of
such purchase a certified or cashier’s check in an amount equal to the total purchase price.

(d)  Deferral of Purchase. SPF may elect to defer any payment that may
become due to Olie under this Section 6 if, at the time such payment becomes due, SPF is not
in compliance with any regulatory-mandated minimum capital requirements or if making the
payment would cause SPF’s capital to fall below such minimum capital requirements. In this

event, SPF will making the payment as soon as it can do so without violating such minimum
capital requirements.
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7. Indemnity; Other Protections. i

(a) Indemnification. SPF will indemnify Olie (and, upon his death, his heirs,
executors and administrators) to the fullest extent permitted by law against all expenses,
including reasonable attorneys’ fees, court and investigative costs, judgments, fines and amounts
paid in settlement (collectively, "Expenses") reasonably incurred by him in connection with or
arising out of any pending, threatened or completed action, suit or proceeding in which he may
become involved by reason of his having been an officer or director of SPF or the Bank. The
indemnification rights provided for herein are not exclusive and will supplement any rights to
indemnification that Olie may have under any applicable bylaw or charter provision of SPF or
the Bank, or any resolution of SPF or the Bank, or any applicable statute.

(b)  Advancement of Expenses. In the event that Olie becomes a party, or
is threatened to be made a party, to any pending, threatened or completed action, suit or
proceeding for which SPF or the Bank is permitted or required to indemnify him under this
Agreement, any applicable bylaw or charter provision of SPF or the Bank, any resolution of SPF
or the Bank, or any applicable statute, SPF will, to the fullest extent permitted by law, advance
all Expenses incurred by Olie in connection with the investigation, defense, settlement, or appeal
of any threatened, pending or completed action, suit or proceeding, subject to receipt by SPF
of a written undertaking from Olie to reimburse SPF for all Expenses actually paid by SPF to
or on behalf of Olie in the event it shall be ultimately determined that SPF or the Bank cannot
lawfully indemnify Olie for such Expenses, and to assign to SPF all rights of Olie to
indemnification under any policy of directors’ and officers’ liability insurance to the extent ot
the amount of Expenses actually paid by SPF to or on behalf of Olie.

(©) Litigation. Unless precluded by an actual or potential conflict of interest,
SPF will have the right to recommend counsel to Olie to represent him in connection with any
claim covered by this Section 7. Further, Olie’s choice of counsel, his decision to contest or

settle any such claim, and the terms and amount of the settlement of any such claim will be
subject to SPF’s prior written approval.

8. General Provisions.

(a) Successors; Assignment. This Agreement will be binding upon and inure
to the benefit of Olie, SPF and their respective personal representatives, successors and assigns.
For the purposes of this Agreement, any successor or assign of SPF shall be deemed to be
"SPF," and any successor or assign of the Bank shall be deemed to be the "Bank." SPF will
require any successor or assign of SPF or any direct or indirect purchaser or acquiror of all or
substantially all of the business, assets or liabilities of SPF or the Bank, whether by transfer,
purchase, merger, consolidation, stock acquisition or otherwise, to assume and agree in writing
to perform this Agreement and SPF’s obligations hereunder in the same manner and to the same
extent as SPF would have been required to perform them if no such transaction had occurred.
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(b)  Entire Agreement; Severability; Survival. This Agreement constitutes
the entire agreement between Olie and SPF concerning the subject matter hereof,; and supersedes
all prior negotiations, undertakings, agreements and arrangements with respect thereto, whether
written or oral. In case any covenant, condition or restriction contained in this Agreement shall
be held to be invalid, illegal or unenforceable in any respect in whole or in part, by a judgment,
order or decree of any court of competent jurisdiction, from which judgment, order or decree
no further appeal or petition for review is available, the validity of the remaining part of any
term or provision held to be partially invalid, illegal or unenforceable, shall in no way be
affected, prejudiced or disturbed thereby. This Agreement may not be amended or modified
except by a writing signed by Olie and SPF, and except for the employment obligations set forth

in Section 1, all rights and obligations of Olie and SPF hereunder shall survive the termination
of this Agreement.

© Governing Law and Enforcement. This Agréement will be construed
and the legal relations of the parties hereto shall be determined in accordance with the laws of
the State of Illinois without reference to the law regarding conflicts of law.

(d)  Arbitration. Any dispute or controversy arising under or in connection
with this Agreement shall be settled exclusively by arbitration conducted at a location selected

by Olie within 25 miles from Marion, Illinois, in accordance with the rules of the American
Arbitration Association.

(e)  Legal Fees. All reasonable legal fees paid or incurred in connection with

any dispute or question of interpretation relating to this Agreement shall be paid to the party who
is successful on the merits by the other party.

® Waiver. No waiver by either party at any time of any breach by the other
party of, or compliance with, any condition or provision of this Agreement to be performed by
the other party, shall be deemed a waiver of any similar or dissimilar provisions or conditions
at the same time or any prior or subsequent time.

(2) Notices. Notices pursuant to this Agreement shall be in writing and shall
be deemed given when received; and, if mailed, shall be mailed by United States registered or
certified mail, return receipt requested, postage prepaid; and if to SPF, addressed to the
principal headquarters of SPF, attention: Thomas J. Throgmorton, with a copy sent to each
" member of the Board at his/her business address; or, if to Olie, to the address set forth below

Olie’s signature on this Agreement, or to such other address as the party to be notified shall
have given to the other.

10
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SSWHEREOF, the parties have executed this Agreement as of the date first

_  SOUTH/POINTE FINANCIAL CORPORATION  OLIE L. MUSGRAVE

. . - 3 . ‘ - - }
By: Z,ZW . //Zum%@» Ol apane
Thomas J. Thrégmorton / 9 Hawthorne Hills ¢

Chairman of the Board Mount Vernon, Illinois 62864

CRC/EMPLOYAG.OMS
MUSG  10/4/94 11
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first
above written.

SOUTH POINTE FINANCIAL CORPORATION OLIE L. MUSGRAVE

By: / /&UW é«» @) ,QLE :ﬁ m@g/)@d\;

Thomas J. Thrégmorton 9 Hawthorne Hills
Chairman of the Board Mount Vernon, Illinois 62864

CRC/EMPLOYAG.OMS
MUSG  10/4/94 11
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EMPLOYMENT AGREEMENT

This Employment Agreement (this “Agreement”) is made and entered into as
of the 26" day of August 2003 by and between SOUTH POINTE FINANCIAL
CORPORATION, a Delaware Corporation (“SPF’),and Travis Clem (“Employee”).

RECITALS

A. Employee will serve as the Vice President & Commercial Loan
Administrator, SPF’s wholly-owned subsidiary. South Pointe Bank (the “Bank”).

B. SPF and Employee have made commitments to each other on a variety
of important issues concerning his employment, including the performance that will be
expected of him, the compensation that he will be paid, how long and under what
circumstances he will remain employed, and the financial details relating to any decision
that either Employee or SPF might ever make to terminate this Agreement.

C. SPF and Employee believe that the commitments they have made to
each other should be memorialized in writing, and that is the purpose of this Agreement.

THEREFORE, SPF and Employee agree as follows:

AGREEMENTS

1. Employment. (@) SPF and Employee each confirm that
Employee has been retained to serve as the Vice President & Commercial Loan
Administrator, of the Bank in accordance with the terms of this Agreement.

Duties. (b) Employee’s duties, authority and responsibilities as the
Vice President & Commercial Loan Administrator include all duties, authority and
responsibilities customarily held by such officer of comparable banks, subject always to the
charter and bylaw provisions and the policies of SPF and the directions of its Board of
Directors (the “Board”), and where applicable of the Bank.

Care and Loyalty . (c) Employee will devote best-efforts and full
business time, energy, skills and attention to the business and affairs of SPF and the Bank,
and will faithfully and loyally discharge his duties to SPF and the Bank.

2 Compensation.  SPF will compensate Employee for his services as
follows during the term of this Agreement and his employment there under:
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(a) Base Compensation. Employee will receive a base salary at the
annual rate of $65,000 for the first three months. After three months an additional $5,000
will be added to the base salary. The Board will review Employee’s base salary annually
during the term of this Agreement to determine whether it should be maintained at its
existing level or increased. Employee’s annual base salary after such first year will not be
lower than his base salary for the immediately preceding year. Such base salary shall be
paid bi-weekly.

(b) Reimbursement of Expenses. SPF will reimburse Employee for
travel, entertainment and other out of pocket expenses that he reasonably and necessarily
incurs in the performance of his duties. Employee will document these expenses to the
extent necessary to comply with all applicable laws and internal policies.

(c) Other Benefits. Employee will be entitled to participate in all plans
and benefits that are made available to the senior executives of SPF and the Bank
generally.

(d) Vacations. Employee will receive at least 3 weeks of paid vacation
annually, subject to the general vacation policy of SPF and the Bank.

(e) Withholding. Employee acknowledges that SPF or the Bank, as
appropriate, may withhold any application federal, state or local withholding or other taxes
from payments that become due to him.

(f) Allocations. Employee and SPF intend that Employee will be a
dual employee of SPF and the Bank, and that Employee will be devoting substantial time
and attention to the affairs of the Bank in his capacity as the Vice President & Commercial
Loan Administrator. SPF may allocate to the Bank any portion of the Employee’s salary,
cash bonus or other compensation and benefits that SPF and the Bank deem to be a lawful
and appropriate allocation, but no such allocation will relieve SPF of any of its obligations to
the Employee under this Agreement.

3. Term and Termination.

(a) Term and Automatic Renewal.

Employee’'s employment there under will be two years commencing as of the Effective Date
of this Agreement and the term of Employee’s employment there under will automatically
renew for one additional year on each anniversary of the Effective Date unless this
Agreement and Employee’'s employment there under are terminated in accordance with the
provisions of this Section 3. Upon the termination of Employee’s employment in
accordance with the provision of this Section 3. Employee shall concurrently resign from all
positions that he may then hold with either SPF or the Bank.
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(b) Termination Without Cause.  Except as otherwise provided in this
Agreement, either SPF or Employee may terminate this Agreement and Employee’s
employment there under for any reason by delivering written notice of termination to the
other party no less than 90 days before the effective date of termination, which date will be
specified in the notice of termination.

(¢) Termination for Cause. SPF may terminate this Agreement and
Employee’s employment there under for Cause by delivering written notice of termination to
Employee no less than 30 days before the effective date of termination. “Cause” for
termination will exist if Employee: (i) engages in one or more unsafe and unsound banking
practices or violations of a law, regulation or written policy of SPF or the Bank, which
individually or together have or threaten to have a material and adverse effect on the
financial condition of SPF or the Bank; (ii) engages in a deliberate act of dishonesty
involving the affairs of SPF or the Bank or commits a willful and material violation of his
fiduciary duties to SPF or the Bank; (iii) is removed or suspended from banking pursuant to
Section 8 (e) of the Federal Deposit Insurance Act or any other applicable state or federal
law; (iv) commits a material breach of his obligations under this Agreement and fails to cure
the breach within 30 days after SPF gives Employee written notice of the breach; (v) fails or
refuses to perform the reasonable duties of his office or such other reasonable duties as
may be assigned to him by the Board; (vi) knowingly engages in illegal conduct materially
detrimental to the interests of SPF or the Bank; (viii) knowingly acts in any way that has a
direct, substantial and adverse effect on the business or reputation of SPF or the Bank; (ix)
is convicted of a felony; (x) knowingly engages in any unethical business practice; (xi)
becomes disabled as described in Section 3 (f) and is unable to perform his duties with the
requisite level of skill and competence for a period of six consecutive months; or (xii) fails
for any reason within 48 hours after receipt of written notice from SPF to correct, cease or
otherwise alter any action or omission to act that in the reasonable opinion of the Board
adversely affects, or is likely to affect adversely, the business or operations of SPF or the
Bank. SPF will specify the factual and legal basis for its belief that Cause for termination
exists in the notice of termination. If Employee so requests, SPF will provide Employee with
a reasonable opportunity prior to the effective date of termination to cure any correctable
violation of law, regulation, policy or duty that SPF has specified in the notice of termination,
and to appear before the Board and any applicable governmental authority to dispute any
facts that are alleged to constitute Cause for termination.

(d) Constructive Discharge. If Employee is ever Constructively
Discharged, he may terminate this Agreement and his employment there under by
delivering written notice to SPF no later than 30 days before the effective date of
termination. “Constructive Discharge: means the occurrence of any one or more of the
following: (i) Employee is not reelected to or is removed as Vice President & Commercial
Loan Officer of the Bank; or (ii) SPF fails to vest Employee with or removes from him the
duties, responsibilities, authority or resources that he reasonably needs to competently
perform his duties as the Vice President & Commercial Loan Officer of the Bank; or (iii)) SPF
notifies Employee pursuant to Section 3(b) that it is terminating this Agreement: or (iv) SPF
changes the primary area of Employee’'s employment in lllinois or (v) SPF otherwise
commits a material breach of its obligations under this Agreement and fails to cure the
breach within 30 days after Employee gives SPF written notice of the breach.
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(e) Termination upon Change of Control. Employee may terminate this
Agreement and his employment there under after a Change of Control (as defined below) if
within two years thereof there shall be a change in the location of Employee’s employment
which would require relocation of his primary residence or a change in the nature or scope
of his authorities or duties from those exercised or performed by him immediately prior to
such Change of Control, a reduction in total compensation, pension benefits or fringe
benefits or a Change of Control, a reduction in total compensation, pension benefits or
fringe benefits or a reasonable determination is made by Employee that, as a result of such
Change of Control and a change in circumstance thereafter significantly affecting his
position, he is unable to exercise the authorities, powers, functions or duties attached to his
position with either SPF or the Bank.

(i) A “Change of Control” will be deemed to have occurred if; (1)
any person (as such term is defined in Section 13 (d) or 14 (d) of the Securities Exchange
Act of 1934, as amended the (the “1934 Act’) (acquires beneficial ownership (within the
meaning of Rule 13d-3 promulgated under the 1934 Act) of 33% or more of the combined
voting power of the then outstanding voting securities of SPF or the Bank; (2) the
individuals who were members of the Board on the Effective Date (the “Current Board
Members") cease for any reason to constitute a majority of the Board of SPF or its
successor; however, if the election or the nomination for election of any new director of SPF
or its successor; is approved by a vote of a majority of the individuals who are Current
Board Members, such new director shall, for the purposes of this Section 3(e), be
considered a Current Board Member; or (3) SPF’s stockholders approve (A) a merger or
consolidation of SPF or the Bank and the stockholders of SPF immediately before such
merger or consolidation do not, as a result of such merger or consolidation, own, directly or
indirectly, more than 67% of the combined voting power of then outstanding voting
securities of SPF immediately before such merger or consolidation; or (B) a complete
liquidation or dissolution or an agreement for the sale or other disposition of all or
substantially all of the assets of SPF or the Bank.

(i) Notwithstanding and in lieu of section 3(e)(i), a Change of Control will not
be deemed to have occurred: (1) solely because 33% or more of the combined voting
power of the then outstanding voting securities of SPF are acquired by (A) a trustee or other
fiduciary holding securities under one or more employee benefit plans maintained for
employees of SPF or the Bank; (B) any person pursuant to the will or trust of any existing
stockholder of SPF, or who is a member of the immediate family of such stockholder; or (C)
any corporation which, immediately prior to such acquisition, is owned directly or indirectly
by the stockholders in the same proportion as their ownership of stock immediately prior to
such acquisition; or (2) if Employee agrees in writing to waive a particular Change of Control
for the purposes of this Agreement.

(f Termination upon Disability. Notwithstanding any other provision of
this Agreement, SPF will not terminate this Agreement and Employee’s employment there
under if program or, SPF’s election, as determined by a physician selected by SPF, unless
as a result of such disability, Employee is unable to perform his duties with the requisite
level of skill and competence for a period of six consecutive months. Thereafter, SPF may
terminate this Agreement in accordance with Section 3(c).
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(g) Termination upon Death. This Agreement will terminate if Employee
dies during the term of this Agreement, effective on the date of his death. Any payments
that are owing to Employee under this Agreement or otherwise at the time of his death will
be made to whomever Employee may designate in writing as his beneficiary or absent such
a designation, to the executor or administrator of his estate.

(h) Severance Benefits.

(i) If this Agreement and Employee’s employment there under are
terminated:

(1)  without Cause pursuant to Section 3(b);

(2) by reason of Employee’s Constructive Discharge pursuant
to Section 3(d); or

(3)  voluntarily or involuntarily pursuant to the provisions of
Section 3(e) after a change of Control;

then SPF will pay Employee an amount equal to two times the sum of his then applicable
annual base salary, plus the amount of the most recent performance bonus ( if applicable)
that SPF awarded to Employee pursuant to Section 2(b) (collectively, the “Severance
Payment”). If the effective date of termination occurs before the last day of the then current
term, the Severance Payment will also include the value of the contributions that would
have been made to Employee or for his benefit under all applicable retirement and other
employee benefit plans had he remained in SPF’s employ through the last day of the then
current term. In addition to such Severance Payment, SPF will also continue to provide
existing life, health and disability programs for a period of one year following the effective
date of termination.

(ii) If this Agreement and Employee’s employment there under are
terminated:

(1)  with Cause pursuant to Section 3(c) ; or

(2) pursuant to Section 3(g) because of Employee’s death;
then SPF will not be obligated to make any Severance Payment to Employee.

(i)  All payments that become due to Employee under this Section

3(h) will be made in equal monthly installments unless SPF elects to make those

payments in one lump sum. SPF will be obligated to make all payments that become

due to Employee under this Section 3(h) whether or not he obtains other

employment following termination or takes steps to mitigate any damages that he claims to

have sustained as a result of termination. The payments and other benefits provided for

in this Section 3(h) are intended to supplement any compensation or other benefits

that have accrued or vested with respect to Employee or his account as of the
effective date of termination.
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(iv)  SPF may elect to defer any payments that may become due to

Employee under this Section 3(h) if, at the time the payments become due, SPF is

not in compliance with any regulatory-mandated minimum capital requirements or if

making the payments would cause SPF’s capital to fall below such a minimum

capital requirement. In this event, SPF will resume making the payments as soon as
it can do so without violating such minimum capital requirements.

4. Confidentiality and Conduct.

(a) Confidential Information. Employee acknowledges that the nature of his
employment will require that he produce and have access to records, data, trade secrets
and information that are not available to the public regarding SPF and its subsidiaries and
affiliates (“Confidential Information”). Employee will hold in confidence and not directly or
indirectly disclose any Confidential Information to third parties unless disclosure becomes
reasonably necessary (within current Privacy Policies) in connection with Employee’s
performance of his duties there under, or the Confidential Information lawfully becomes
available to the public from other sources, or he is authorized in writing by SPF to disclose
it, or he is required to make disclosure by a law or pursuant to the authority of any
administrative agency or judicial body. All Confidential Information and all other records,
files, documents and other materials or copies thereof relating to SPF’s business that
Employee prepares or uses will always be the sole property of SPF. At the termination of
Employee’s employment there under for any reason whatsoever, Employee shall return to
SPF the original and all copies of correspondence, memoranda, papers, files, records and
other material which may have been entrusted to him, or which may have come into his
possession and which he then possesses, and which relate to the business of SPF or any
of its subsidiaries. At no time will the Employee copy or otherwise duplicate for his personal
use or gain, or remove from the offices of SPF or any of its subsidiaries, except temporarily
in the performance of his duties there under, any such correspondence, memoranda,
papers, records files or other materials.

(b) Corporate Opportunities and Cooperation . While in the employ of SPF or
any of its subsidiaries, Employee shall promptly disclose to management all information,
opportunities, developments and other matters coming to Employee’s attention and which
pertain or are relevant to the operation of the business of SPF or any of it subsidiaries or to
any material aspect thereof; Employee will promptly communicate, fully cooperate and in all
respects, deal fairly and openly with management and all other officers and employees of
SPF or any of its subsidiaries; and, in general, to the best of his abilities, Employee will
assist in the efficient and profitable operation of the business and orderly conduct of the
affairs of SPF and its subsidiaries.

5. Non-Competition Covenant.

(a) Restrictive Covenant SPF and Employee have jointly reviewed
the proposed operation of SPF and agree that SPF’s primary service area for the lending
and deposit activities of its subsidiaries will encompass the area of the offices of SPF or its
subsidiaries. During the period of his employment there under and for a period of one year
thereafter (but in no event for less that two years from the date of this Agreement in the
event of earlier termination of Employee’'s employment there under for whatever cause),
Employee agrees that he will not directly or indirectly: (i) within 25 miles of any office of SPF
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or its subsidiaries, compete with SPF or any of its subsidiaries; or (ii) have any beneficial
ownership interest or creditor position convertible to an ownership interest in any
corporation (other than 5% or less of the capital stock of a corporation, the stock of which is
listed or admitted to trading on a national securities exchange or established over-the-
counter market) partnership, firm, association or business which is a customer, competitor
or supplier of SPF or any of its subsidiaries.

(b) For purposes of Section 5(a):

(i) “Compete” means directly or indirectly owning, managing,
operating or controlling a Competitor, or directly or indirectly serving as an employee, officer
or director of or a consultant to a Competitor, or soliciting or inducing any employee or
agent of SPF to terminate employment with SPF and become employed by a Competitor.

(ii) “Competitor means any person, firm, partnership corporation,
trust or other entity that owns, controls or is a bank, savings and loan association, credit
union or similar financial institution that is physically located and conducts substantial
lending and deposit taking activities within a 25 mile radius of any office of SPF or any of its
subsidiaries.

(c) Successors . In the event that a successor to SPF or the Bank
succeeds to or assumes SPF's rights and obligations under this Agreement, Section 5(a)
will apply only to the offices of SPF or its subsidiaries as the existed immediately before the
succession or assumption occurred and will not apply to any of the successor's other
offices.

(d) Injunctive Relief. Employee agrees that a violation of this Section 5
would result in direct, immediate and irreparable harm to SPF, and in such event, agrees
that SPF, in addition to its other rights and remedies, should be entitled to injunctive relief
enforcing the terms and provisions of this Section 5.

6. Indemnity: Other Protections.

(a) Indemnification. SPF will indemnify Employee (and, upon his death,
his heirs, executors and administrators) to the fullest extent permitted by law against all
expenses, including reasonable attorneys’ fees, court and investigative costs, judgments,
fines and amounts paid in settlement (collectively, “Expenses”) reasonably incurred by him
in connection with or arising out of any pending, threatened or completed action, suit or
proceeding in which he may become involved by reason of his having been an office or
director o SPF of the Bank. The indemnification rights provided for herein are not exclusive
and will supplement any rights to indemnification that Employee may have under any
applicable bylaw or charter provision of SPF or the Bank or any resolution of SPF or the
Bank, or any resolution of SPF or the Bank, or any applicable statute.

(b) Advancement of Expenses. In the event that Employee becomes a
party or is threatened to be made a party, to any pending, threatened or completed action,
suit or proceeding for which SPF or the Bank is permitted or required to indemnify him
under this Agreement, any applicable bylaw or charter provision of SPF or the Bank, any
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resolution of SPF or the bank, or any applicable statute, SPF will, to the fuliest extent
permitted by law, advance all Expenses incurred by Employee in connection with the
investigation, defense, settlement, or appeal of any threatened, pending or completed
action, suits or proceeding, subject to receipt by SPF of a written undertaking from
Employee to reimburse SPF for all Expenses actually paid by SPF to or on behalf of
Employee in the event it shall be ultimately determined that SPF or the Bank cannot lawfully
indemnify Employee for such Expenses, and to assign to SPF all rights of Employee to
indemnification under any policy of directors’ and officers’ liability insurance to the extent of
the amount of Expenses actually paid by SPF to or on behalf of Employee.

(c¢) Litigation. Unless precluded by an actual or potential conflict of
interest, SPF will have the right to recommend counsel to Employee to represent him in
connection with any claim covered by this Section 6. Further, Employees choice of
counsel, his decision to contest or settle any such claim, and the terms and amount of the
settlement of any such claim will be subject to SPF’s prior written approval.

7. General Provisions.

(a) Successors; Assignments. This Agreement will be binding upon and
inure to the benefit of Employee, SPF and their respective personal representatives,
successors and assigns. For the purpose of this Agreement, any successor or assign of
SPF shall be deemed to be “SPF”, and any successor or assign of the Bank shall be
deemed to be the “Bank”. SPF will require any successor or assign of SPF or any direct or
indirect purchased or acquired of all or substantially all of the business, assets or liabilities
of SPF or the Bank, whether by transfer, purchase or merger, consolidation, stock
acquisition or otherwise, to assume and agree in writing to perform this Agreement and
SPF’s obligations there under in the same manner and to the same extent as SPF would
have been required to perform them if no such transaction had occurred.

(b) Entire Agreement ;Survival. This Agreement constitutes the entire
agreement between Employee and SPF concerning the subject matter hereof, and
supersedes all prior negations, undertakings, agreements and arrangements with respect
thereto, whether written or oral. The provisions of this Agreement will be regarded as
divisible and separate; if any provision is ever declared invalid or unenforceable, the validity
and enforceability of the remaining provisions will not be affected. This Agreement may not
be amended or modified except by a writing signed by Employee and SPF, and except for
the employment obligations set forth in Section 1, all rights and obligations of Employee
and SPF there under shall survive the termination of this Agreement.

(c) Governing Law and Enforcement. This Agreement will be
constructed and the legal relations of the parties hereto shall be determined in accordance
with the laws of the State of lllinois without reference to the law regarding conflict of law.

(d)  Arbitration. Any dispute or controversy arising under or in connection
with this Agreement shall be settled exclusively by arbitration conducted at a location
selected by Employee within 25 miles from the main office, in accordance with the rules of
the American Arbitration Association.
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(e) Legal Fees. All reasonable legal fees paid or incurred in connection
with any dispute or question or interpretation relating to this Agreement shall be paid to the
party who is successful on the merits by the other party.

(f) Waiver. No waiver by either party at any time of any breach by the
other party of, or compliance with, any condition or provision of this Agreement to be
performed by the other party, shall be deemed a waiver of any similar or dissimilar
provisions or conditions at the same timer or any prior or subsequent time.

(g) Notices.  Notices pursuant to this Agreement shall be in writing and
shall be deemed given when received; and, if mailed, shall be mailed by united States
registered or certified mail, return receipt requested, postage prepaid; and if to SPF,
addressed to the principal headquarters of SPF, attention: Thomas J. Throgmorton, with a
copy sent to each member of the Board at his/her business address; or, if to Employee, to
the address set forth below Employee’s signature on this Agreement, or to such other
address as the party to be notified shall have given to the other.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first
above written. '

SOUTH POINTE FINANCIAL CORPORATION

BY: C(‘D &Wu

OLIE L. MUSGRAVE
PRESIDENT

.
A
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EXHIBIT 6.03




SOUTH POINTE FINANCIAL CORPORATION
1994 STOCK INCENTIVE PLAN

1. Purpose of the Plan

The SOUTH POINTE FINANCIAL CORPORATION 1994 STOCK INCENTIVE
PLAN (hereinafter referred to as the “Plan”) is intended to provide a means whereby key policy-
making employees of SOUTH POINTE FINANCIAL CORPORATION (hereinafter referred
to as the “Company”) and its related corporations may sustain a sense of proprietorship and
personal involvement in the continued development and financial success of the Company, and
to encourage them to remain with and devote their best efforts to the business of the Company,
thereby advancing the interests of the Company and its shareholders. Accordingly, the Company
may permit certain employees to acquire common stock of the Company (hereinafter referred to
as “Shares”) or otherwise participate in the financial success of the Company, on the terms and
conditions established herein. For purposes of the Plan, a corporation shall be deemed a related
corporation to the Company if such corporation would be a parent or subsidiary corporation with
respect to the Company as defined in Section 424(e) or (f), respectively, of the Internal Revenue
Code of 1986, as amended (hereinafter referred to as the “Code™).

2. Administration of the Plan

The Plan shall be administered by the South Pointe Financial Corporation 1994 Stock
Incentive Plan Administrative Committee (hereinafter referred to as the “Committee”) which
shall be comprised of at least three (3) non-employee directors appointed by the Board of
Directors of the Company (hereinafter referred to as the “Board”). The Committee shall have
sole authority to select the employees from among those eligible to whom Shares shall be sold
under the Plan, to establish the number of such Shares that may be sold to each such employee
and the time when certificates for such Shares shall be issued, and to prescribe the legend to be
affixed to the certificate representing such Shares. The Committee shall also have the sole
authority to select the employees from among those eligible to whom Shares or rights to
participate in the appreciation of Shares shall be granted. The Committee is authorized, subject
to Board approval, to interpret the Plan and may from time to time adopt such rules, regulations,
forms and agreements, not inconsistent with the provisions of the Plan, as it may deem advisable
to carry out the Plan. All decisions made by the Committee in administering the Plan shall be
subject to Board review.

3. Shares Subject to the Plan

The aggregate number of Shares that may be acquired by employees under the Plan shall
be 32,625 Shares. Any Shares that remain unissued at the termination of the Plan shall cease to
be subject to the Plan, but until termination of the Plan, the Company shall at all times make
available sufficient Shares to meet the requirements of the Plan. The aggregate number of
Shares which may be sold under the Plan shall be adjusted to reflect a change in capitalization of
the Company, such as a stock dividend or stock split.
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4, Stock Options

a. Type of Options. The Company may issue options that constitute Incentive Stock
Options (“Incentive Options”) under Section 422 of the Code and options that do not constitute
Incentive Options (‘Nonqualified Options’) to employees under the Plan. The grant of each
option shall be confirmed by a stock option agreement that shall be executed by the Company
and the optionee as soon as practicable after such grant. The stock option agreement shall
expressly state or incorporate by reference the provisions of the Plan and state whether the option
1s an Incentive Option or Nonqualified Option.

b. Terms of Options. Except as provided in Subparagraphs (c) and (d) below, each
option granted under the Plan shall be subject to the terms and conditions set forth by the
Committee in the stock option agreement including, but not limited to, option price, option term
and transferability.

C. Additional Terms Applicable to All Options. Each option shall be subject to the
following terms and conditions;

(1) Written Notice. An option may be exercised only by giving written notice
to the Company specifying the number of Shares to be purchased.

(i)  Method of Exercise. The aggregate option price may, subject to the terms
and conditions set forth by the Committee in the stock option agreement,
be paid in any one or a combination of cash, personal check, personal
note, Shares owned or Plan awards which the optionee has an immediate
right to exercise.

(iii)  Death of Optionee. If an optionee terminates employment due to death,
disability or retirement, prior to exercise in full of any options, the
optionee or his successor shall have the right to exercise the options within
a period of twelve months after the date of such termination to the extent
that the right was exercisable at the date of such termination, or subject to
such other terms as may be determined by the Committee.

(iv)  Transferability. No option may be transferred by an optionee.

d. Additional Terms Applicable to Incentive Options. Each Incentive Option shall
be subject to the following terms and conditions:

(i) Option Price. The option price per Share shall be 100% of the fair market
value of such Share on the date the option is granted. Notwithstanding the
preceding sentence, the option price per Share granted to an individual
who, at the time such option is granted, owns stock possessing more than
10% of the total combined voting power of all classes of stock of the
Company or related corporation (hereinafter referred to as a “10%
Shareholder”) shall not be less than 110% of the fair market value of such
Share on the date the option is granted.
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(1)  Term of Option. No option may be exercised more than 10 years after the
date of grant and no option granted to a 10% Shareholder may be
exercised more than 5 years after the date of grant. Notwithstanding the
preceding sentence, no option may be exercised more than 3 months after
the optionee terminates employment with the Company or related
corporation; except that, if the optionee terminates employment due to his
disability (within the meaning of Section 22(e)(3) of the Code), the
Committee may extend such 3 month period for up to an additional 9
months.

(1ii)) Annual Exercise Limit. The aggregate value of Shares which may be
acquired during any calendar year by reason of the exercise of an option
shall not exceed $100,000 multiplied by the number of calendar years
(including the then current calendar year) that the optionee has been
entitled to exercise options. For purposes of the preceding sentence, the
fair market value of each Share shall be determined on the date the option
with respect to such Share is granted.

5. Restricted Stock Awards

a. Grants. Restricted Stock Awards (“RSAs”) under the Plan shall be in the form of
Shares, restricted as to transfer and subject to forfeiture, and shall be evidenced by restricted
stock agreements in such form and consistent with this Plan as the Committee shall approve from
time to time.

b. Restriction Period. RSAs awarded under the Plan shall be subject to such terms,
conditions, and restrictions, including without limitation: prohibitions against transfer,
substantial risks of forfeiture, attainment of performance objectives and repurchase by the
Company or right of first refusal, and for such period or periods as shall be determined by the
Committee at the time of grant. The Committee shall have the power to permit, in its discretion,
an acceleration of the expiration of the applicable restriction period with respect to any part or all
of the RSAs awarded to a grantee.

C. Restrictions Upon Transfer. RSAs awarded, and the right to vote underlying
Shares and to receive dividends thereon, may not be sold, assigned, transferred, exchanged,
pledged, hypothecated, or otherwise encumbered, except as herein provided, during the
restriction period applicable to such Shares. Subject to the foregoing, and except as otherwise
provided in the Plan, the grantee shall have all the other rights of a shareholder including, but not
limited to, the right to receive dividends and the right to vote such Shares.

d. Certificates. Each certificate issued in respect of RSAs awarded to a grantee shall
be deposited with the Company, or its designee, and shall bear the following legend:

“This certificate and the shares represented hereby are subject to the terms and
conditions (including forfeiture and restrictions against transfer) contained in the
South Pointe Financial Corporation 1994 Stock Incentive Plan and an Agreement
entered into by the registered owner. Release from such terms and conditions
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shall be obtained only in accordance with the provisions of the Plan and
Agreement, a copy of each of which is on file in the office of the Secretary of said
Company.”

€. Lapse of Restrictions. The Agreement shall specify the terms and conditions
upon which any restrictions upon Shares awarded under the Plan shall lapse, as determined by
the Committee. Upon the lapse of such restrictions, Shares, free of the foregoing restrictive
legend, shall be issued to the grantee or his legal representative.

f. Termination Prior to Lapse of Restrictions. In the event of a grantee’s termination
of employment prior to the lapse of restrictions applicable to any RSAs awarded to such grantee,
all Shares as to which there still remain restrictions shall be forfeited by such grantee without
payment of any consideration to the grantee, and neither the grantee nor any successors, heirs,
assigns, or personal representatives of such grantee shall thereafter have any further rights or
interest in such Shares or certificates.

6. Stock Appreciation Rights

a. Grants. Stock Appreciation Rights (“SARs”) are rights entitling the grantee to
receive cash or Shares having a fair market value equal to the appreciation in market value of a
stated number of Shares from the date of grant, or in the case of rights granted in tandem with or
by reference to an option granted prior to the grant of such rights, from the date of grant of the
related option to the date of exercise, which may be granted to such eligible employees as may
be selected by the Committee.

b. Terms of Grant. SARs may be granted in tandem with or with reference to a
related option, in which event the grantee may elect to exercise either the option or the SAR, but
not both, as to the same Share subject to the option and the SAR, or the SAR may be granted
independently of a related option. In the event of a grant with a related option, the SAR shall be
subject to the terms and conditions of the related option. In the event of an independent grant,
the SAR shall be subject to the terms and conditions determined by the Committee. SARs shall
not be transferable, except that SARs may be exercised by the executor, administrator or
personal representative of the deceased grantee within twelve months of the death of the grantee.

c. Payment of Exercise. Upon exercise of an SAR, the grantee shall be paid the
excess of the then fair market value of the number of Shares to which the SAR relates over the
fair market value of such number of Shares at the date of grant of the SAR or of the related
option, as the case may be. Such excess shall be paid in cash or in Shares having a fair market
value equal to such excess or in such combination thereof as the Committee shall determine.

7. Right of First Refusal

If any Shares issued under the Plan are not readily tradable on an established market on
the date an owner intends to sell such Shares, such owner shall first offer such Shares to the
Company for purchase and the Company shall have 30 days to exercise its right to purchase such
Shares. The owner shall give written notice to the Company stating that he has a bona fide offer
for the purchase of such Shares, stating the number of Shares to be sold, the name and address of
the person(s), offering to purchase the Shares and the purchase price and terms of payment of
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such sale. The owner shall be entitled to receive the same purchase price offered by such
person(s) offering to purchase such Shares. Payment may be in a lump sum or, if the lump sum
exceeds $100,000, in substantially equal annual or more frequent installments over a period not
exceeding 5 years in the discretion of the Committee. If a method of deferred payments is
selected, the unpaid balance shall earn interest at a rate that is substantially equal to the rate at
which the Company could borrow the amount due and shall be secured by a pledge of the Shares
purchased or such other adequate security as agreed to by the Company and the owner. For
purposes of this Paragraph, Shares shall be considered not readily tradable on an established
market if such Shares are not publicly tradable or because such Shares are subject to a trading
limitation under any Federal or state securities law or regulation that would make such Shares
less freely tradable than stock not so restricted. For purposes of this Paragraph, an owner shall
include any person who acquires Shares from any other person and for any reason; including, but
not limited to, by gift, death or sale.

8. Amendment or Termination of the Plan

The Board may in its discretion terminate the Plan at any time with respect to any Shares
that are not subject to issued but unexercised options, and may alter or amend the Plan or any
part thereof from time to time.

9, Term of Plan

The Plan shall be effective upon the date of its adoption by the Board; provided that,
Incentive Options may be granted only if the Plan is approved by the shareholders within 12
months before or after the date of adoption. Unless sooner terminated under the provisions of
Paragraph 8, Shares, SARs and RSAs shall not be awarded under the Plan after the expiration of
10 years from the effective date of the Plan.

10. Rights as Shareholder

Upon delivery of any Share to an employee, such employee shall have all of the rights of
a shareholder of the Company with respect to such Share, including the right to vote such Share
and to receive all dividends or other distributions paid with respect to such Share.

11. Merger or Consolidation

In the event the Company is merged or consolidated with another corporation and the
Company is not the surviving corporation, or a change of control occurs, all outstanding options,
SARs and RSAs shall become immediately and fully exercisable and unrestricted, and the
surviving corporation shall exchange options and SARS issued under this Plan for options and
SARSs (with the same aggregate option price) to acquire and participate in that number of shares
in the surviving corporation that have a fair market value equal to the fair market value
(determined on the date of such merger or consolidation) of Shares that the grantee is entitled to
acquire and participate in under this Plan on the date of such merger, consolidation or change of
control.
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12. Employment Relationship

An employee shall be considered to be in the employment of the Company or related
corporation as long as he or she remains an employee of the Company or related corporation.
Nothing herein shall confer on any employee the right to continued employment with the
Company or related corporation or affect the right of the Company or related corporation to
terminate such employment.

13. Withholding of Tax

To the extent the award, issuance or exercise of Shares or SARs results in the receipt of
compensation by an employee, the Company is authorized to withhold from any other cash
compensation then or thereafter payable to such employee any tax required to be withheld by
reason of the receipt of the compensation. Alternatively, the employee may tender a personal
check in the amount of tax required to be withheld.
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ESCROW AGREEMENT

THIS ESCROW AGREEMENT (this “Agreement”) is made and entered into as of
, 2005 by and between SOUTH POINTE FINANCIAL
CORPORATION, a Delaware corporation (“SP”), and THE BANK OF CARBONDALE, an Illinois
state bank (“Escrow Agent”).

RECITALS

A. SP intends to organize South Pointe Bank of Kentucky as a Kentucky state bank (the
“Bank™).

B. In order to obtain the funds to capitalize the Bank SP is offering for subscription 181,181
shares of its common stock at a price of $22.00 per share and 45,454 shares of its series B preferred stock
at a purchase price of $22.00 per share for an aggregate offering of $4,999,984 (the “Offering”).

C. Those individuals or entities that desire to purchase shares of SP common stock or series
B preferred stock in the Offering are required to send an executed Subscription Letter together with cash
payment to SP.

D. SP desires that payments for accepted subscriptions (“Accepted Payments”) be held in
escrow by Escrow Agent pursuant to the terms and conditions hereof until the conditions to closing the
Offering are satisfied or the Offering is terminated.

AGREEMENT

In consideration of the agreements hereinafter set forth and of other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as
follows:

1. Escrowed Amounts. Escrow Agent hereby agrees to receive, deposit, hold, invest and
release such amounts as may be delivered to it by SP as Accepted Payments (such amounts, including
any earnings thereon, the “Escrowed Amounts”) upon the terms and conditions set forth herein.

2. Identity. SP shall provide to Escrow Agent the name, address and number of shares of
SP common stock and series B preferred stock subscribed for by each Subscriber concurrently with the
deposit of such Subscriber’s Accepted Payment.

3. Investment of Escrowed Amounts. The Escrowed Amounts may be invested by
Escrow Agent exclusively in United States government securities and repurchase agreements
collateralized by United States government securities in accordance with written instructions provided by
SP to Escrow Agent from time to time or in federally-insured interest bearing deposit accounts at one or
more financial institutions, including accounts with the Escrow Agent, at competitive rates of interest for
similar accounts, or in a mutual fund money market account investing exclusively in United States
government securities and repurchase agreements collateralized by United States government securities.

4, Disbursement of Funds if Offering Terminated. In the event that SP advises Escrow
Agent that the Offering is terminated, Escrow Agent shall promptly pay to each Subscriber each such
Subscriber’s respective Accepted Payment and shall pay to SP any interest earned thereon.
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5. Disbursement of Funds if Offering Completed. In the event that SP advises Escrow
Agent that (1) all regulatory approvals required for the Bank to obtain a charter and accept deposits have
been obtained, (2) subscriptions for at least $4.7 million have been accepted and (3) SP desires to close
the Offering, Escrow Agent shall promptly pay the Accepted Payments as directed by SP.

6. Fees. As consideration for services performed hereunder, SP will pay Escrow Agent

$
7. Notices. All communication to Escrow Agent shall be in writing, addressed as follows:
All

communication to SP shall be in writing, addressed as follows: South Pointe Financial Corporation, 925
West Main, Carbondale, Illinois 62901, Atin: Olie L. Musgrave.

8. Resignation. Escrow Agent may resign from its duties hereunder by giving thirty (30)
days notice in writing to SP of such resignation and specifying a date when such resignation shall be
effective. Escrow Agent may be discharged from its duties hereunder by receiving written notification of
such termination issued by SP, and such notice shall contain a date when such termination shall become
effective.

9. Termination. This Agreement shall terminate on the completion of the directions
contained herein.

10. Successors; Governing Law. This Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and shall be construed and governed in

accordance with the laws of the State of Illinois.

[remainder of page intentionally left blank; signatures appear on next page]
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IN WITNESS WHEREOF, this Agreement has been duly executed on the day and year first
above stated.

SOUTH POINTE FINANCIAL CORPORATION

By:

THE BANK OF CARBONDALE

By:
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Wayne L. Krehbiel, CPA

James M. Randall, CPA

Mark E. Connaway, CPA 1957-2001
Wm, Brent Palmer, CPA

James G. Leuty, CPA

Gary S. Malawy, CPA

Board of Directors

KREHBIEL

& ASSOCIATES, uc
Contifed Probiles Mococontants

E-MAIL AT cpa@krehbielcpa.com

February 3, 2005

South Pointe Financial Corporation
925 West Main Street

Carbondale, Illinois

62901

RE: Offering Statement on Form 1-2A

Gentlemen

125 North Eleventh >treet
P.O. Box 846

Mt. Yernon, lllinols 62864
618-244-2666 Fax 244-2372

2710 North Street

Mt. Vernon, lllinols 62864 .

618 242-3406 Fax 242-3407

181 East St. Louis
Nashville, Hlinols 62263
618-327-8042 Fax 327-8052

310 East DeYoung Street
Marion, Hllinois 62959
618-993-2148 Fax 997-4482

807 Fourth Street, P.O. Box 38
Eldorado, lllinols 62930
618-273-3214 Fax273-3077

215 Southeast Third Street
P.O. Box 308

Fairfield, lilinols 62837
618-842-4840 Fax 244-2372

We hereby consent to the inclusion in the Offering Statement on Form 1-A

of South Pointe Financial Corporation

(the "Company"),

of our reports,

relating to the consolidated balance sheets of the Company as of

December 31, 2002 and 2003,
income, changes in common stockholders'
of the years ended December 31,

respectively.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, ILLINOIS CPA SOCIETY

respectively,

and the related statements of
equity and cash flows for each
2002 and December 31,

KeewrieL & Ascocares JLie
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[Form of Opinion]

[Date]

The Board of Directors

South Pointe Financial Corporation
925 West Main

Carbondale, Illinois 62901

Re:  Offering Statement on Form 1-A
Gentlemen:

In connection with the filing of the Offering Statement on Form 1-A (the “Offering
Statement”) with the Securities and Exchange Commission with respect to 181,818 shares of
common stock, par value $1.00 per share, and 45,454 shares of series B preferred stock, par
value $1.00 per share (collectively, the “Securities”), of South Pointe Financial Corporation, a
Delaware corporation (the “Company”), you have requested that we furnish you with our opinion
as to the legality of the issuance of the Securities.

As counsel to the Company, we have participated in the preparation of the Offering
Statement. We have examined and are familiar with the Company’s Certificate of Incorporation,
as amended, and Bylaws, records of corporate proceedings, the Offering Statement and such
other documents and records as we have deemed necessary for purposes of this opinion.

Based on the foregoing, we are of the opinion that the Securities will, when issued as
contemplated in the Offering Circular set forth in the Offering Statement, be legally issued, fully
paid and non-assessable.

We consent to the use of this opinion as an exhibit to the Offering Statement.

Sincerely,
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: /T//9 , 2005

e

ames H. Byassee

11711731
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: J~ & 57 , 2005

“Jeff Diederich
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: 6& [9 2005

%M/ NIV act

Donald H. McNail
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: /| — /9 — 2005
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and

ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be

done by virtue hereof.

Dated: a/’//)? , 2005

Dorihd 7. (D

Donald O’Neal
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: 0///745/, 2005
77
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: &/ /7// »5~ . 2005

James E. ‘}iedden
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POWER OF ATTORNEY
REGULATION A OFFERING
of

SOUTH POINTE FINANCIAL CORPORATION

KNOW ALL MEN BY THESE PRESENTS, that the person whose signature appears
below hereby constitutes and appoints OLIE L. MUSGRAVE, as his true and lawful attorney-in-
fact and agent for him and in his name, place or stead, in any and all capacities, to sign and file,
or cause to be signed and filed, with the Securities and Exchange Commission (the
"Commission"), any Regulation A Offering statement or statements on Form 1-A or other
appropriate form under the Securities Act of 1933, as amended, relating to the issuance of
common stock and series B preferred stock of South Pointe Financial Corporation, before or after
qualification of such statements, and any and all other documents required to be filed with the
Commission in connection therewith, granting unto said attorney-in-fact and agent, full power
and authority to do and perform each and every act and thing requisite and necessary to be done
as fully and to all intents and purposes as the undersigned might or could do in person, and
ratifying and confirming all that said attorney-in-fact and agent may lawfully do or cause to be
done by virtue hereof.

Dated: - 3| 2005

WwW\ k/\3\/\ L S~

Thomas J. Tﬁrogmorton
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SIGNATURES

The issuer has duly caused this offering statement to be signed on its behalf by the

undersigned, thereunto duly authorized, in the city of Carbondale, state of Illinois, on _February 8

2005.

This Offering Circular has been signed by the following persons in the capacities and on

the dates indicated.

Signature

OLL M

Olie L. Muslgréve

o
ta

e

James H. Byassee

oo

Jeff Diedench

o

Donald H. McNail

o

Virgil H. Motsinger

NN

ﬁonald O’Neal

Robert J. Parks

SOUTH POINTE FINANCIAL CORPORATION

By: %Rp /W/fmw

Olie L. Musgrave, Presiflent, Chief
Executive Officer and Chief

Financial Officer

Title

Director, President, Chief
Executive Officer and Chief
Financial Officer

Director

Director

Director

Director

Director

Director

Date
Februarv 8, 2005
February &, 2005
February 8, 2005
February 8, 2005
February 8, 2005
February 8, 2005
February 8. 2005
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* Director
James E. Redden

* Chairman of the Board
Thomas J. Throgmorton

By Oﬁ%f /%/‘W

Olie L. Musgrave
Attorney-In-Fact

February 8, 2005
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__February 8, 2005
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